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RUBBER FACILITIES DISPOSAL 


TUESDAY, MARCH 8, 1955 


Unirep States SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON PRODUCTION AND STABILIZATION, 
Washington, D. C. 

The subcommittee met, pursuant to call, in Room 301, Senate Office 
Building, at 10 a. m., Senator J. Allen Frear, Jr. (chairman of the 
subcommittee) presiding. 

Present: Senators Frear, Sparkman, Douglas, Morse, Capehart, 
Bricker, and Bush. 

Senator Frear. The Subcommittee on Production and Stabiliza- 
tion will please come to order. At this point we will insert S. 691. 

(S. 691 is as follows:) 


[S. 691, 84th Cong., 1st sess.] 


A BILL TO amend the Rubber Producing Facilities Disposal Act of 1953, so as to permit 
the disposal thereunder of Plancor Numbered 877 at Baytown, Texas 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Rubber Producing Facilities Disposal 
Act of 1953 is amended by adding at the end thereof the following new section: 

“Spc. 25. (a) Notwithstanding the second sentence of section 7 (a), the 
period for receipt of proposals for the purchase of the Government-owned rub- 
ber-producing facility at Baytown, Texas, known as Plancor Numbered 877, 
shall not expire until the end of the thirty-day period which begins on the date 
of the enactment of this section. 

“(b) If one or more proposals are received for the purchase of Plancor 
Numbered 877 within the time period specified in subsection (a), the Com- 
mission, not withstanding the expiration of the period for negotiation specified 
in section 7 (f), shall negotiate with those submitting the proposals for a period 
of not to exceed thirty days for the purpose of entering into a definitive contract 
of sale. 

“(e) Within ten days after the expiration of the thirty-day period referred 
to in subsection (b), the Commission shall prepare and submit to Congress a 
report containing, with respect to the disposal under this section of Plancor 
Numbered 877, the information described in paragraphs (1), (2), and (3) of 
section 9 (a). Unless the contract is disapproved by either House of Congress 
by a resolution prior to the expiration of thirty days of continuous session (as 
defined in section 9 (c)) of the Congress following the date upon which the 
report is submitted to it, upon the expiration of such thirty-day period the 
contract shall become fully effective and the Commission shall proceed to carry 
it out, and transfer of possession of the facility sold shall be made as soon 
as practicable but in any event within thirty days after the expiration of such 
thirty-day period. 

“(d) Section 23 shall apply to resolutions disapproving a sale recommended 
in the report submitted under this section. 

“(e) Section 24 shall not apply in the event of the disapproval by either House 
of Congress of a sale recommended in a report submitted under this section.” 


Senator Frear. These hearings have been scheduled for two reasons, 
1 
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First, we wish to take testimony on S. 691, a bill introduced by Sena- 
tor Daniel for himself and Senator Johnson of Texas. Briefly, this 
bill proposes to reopen negotiations with the Rubber Producing Facili- 
ties Disposal Commission looking toward the sale by the Federal Gov- 
ernment of the general-purpose synthetic rubber plant located in 
Baytown, Tex. 

Second, we wish to given an opportunity for public discussion of 
certain objections which have been voiced to the sale of 24 other syn- 
thetic rubber facilities by the Federal Government in accordance with 
recommendations made to the Congress on January 24, 1955, by the 
Disposal Commission. 

It will be recalled that the 83d Congress enacted the Rubber Produc- 
ing Facilities Disposal Act of 1953 (Public Law 205, approved August 
7, 1953). Section 2 of that act declared that disposal of the Govern- 
ment-owned rubber producing facilities is consistent with national 
security and will assist in developing within the United States a free, 
competitive, synthetic rubber adeuiry. 

The act required the Disposal Commission established by it to 
receive proposals for purchase of 27 federally owned facilities over a 
period of at least 6 months following advertisement of their availabil- 
ity for sale. The advertisement was first published on November 18, 
1953, and proposals were accepted until midnight on May 27, 1954. 

The act further required the Commission, for at least 7 months after 
the end of the period for receiving proposals, to negotiate with those 
submitting them looking toward the sale of the facilities. This period 
of negotiation lasted from May 28, 1954, to December 27, 1954. 

Within 30 days after the end of the negotiating period, under the 
act, the Commission was required to report to the Congress its activities 
under the act and its recommended disposal plan, if any. A deadline 
of January 31, 1955, was set for this action. The Commission actually 
submitted its report on January 24, recommending sale of 24 of the 27 
facilities offered for sale. 

The committee has received objections to certain of those sales. 
This subcommittee has therefore decked to hold public hearings in 
order that all those making objections of a substantial nature may have 
an opportunity to present them on their merits to the subcommittee. 
This process will result in a written record available to all as a basis for 
determining what action, if any, ought to be taken by the Senate with 
reference to the proposed plan of disposal. 

Under the act, either House of the Congress has a period of 60 days 
of continuous session within which to disapprove the proposed sale of 
any one or more or all of the facilities. As I calculate the duration of 
this period, it will end on March 25 unless before that date either House 
of the Congress adjourns for more than 3 days to a day certain or the 
Congress adjourns sine die. Neither of those two contingencies seems 
likely to happen. If either House takes no such action, the plan as 
recommended by the Commission will be carried out and facilities not 
sold will be placed in standby for 3 years. 

The subcommittee is therefore confronted with the task of holding 
adequate and fair hearings within the time limits set by the act, and 
still leaving enough time for any necessary action to be taken by the 
Senate before the end of the 60-day period. 
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On February 28 I stated publicly on the Senate floor the complete 
hearing plans of the subcommittee on this matter. I also noted at 
that time that the subcommittee would take testimony on S. 691. 

I invited those having objections to S. 691 or to any portion or all 
of the disposal plan to submit their objections in writing to the sub- 
committee prior to March 8, the date then set for the beginning of 
these hearings. 

The subcommittee will assume, in the light of that public announce- 
ment, that except for written objections made known to the committee 
or subcommittee by this date, no objections exist either to the enact- 
ment of S. 691 in priacepin or the carrying out of the disposal plan as 
recommended by the Commission in its report to the Congress. Obvi- 
ously, this assumption is not intended to and cannot deprive any mem- 
ber of the Congress of his privilege under the act of introducing a 
disapproving resolution applying to any one or more or all of the 
facilities, even after the hearings conclude, as long as such a resolu- 
tion is introduced within the time allotted by the act. 

At the time the bill which became the Rubber Disposal Act of 1953 
was under consideration by the committee, four problems were upper- 
most in discussion. These were the relationship between dingo) and 
(1) national security, (2) receipt of full fair value by the Government, 
(3) establishment of a free, competitive industry, (4) small business 
1eeds. 

Provisions designed to work out each of these relationships in the 
public interest were included in the act. The Commission was as- 
signed the difficult task of observing and coordinating all of these 
criteria in evolving a disposal plan. The Commission has exercised 
its best judgment in recommending a plan to the Congress. Whether 
both Houses of the Congress wish to accept that judgment is a mat- 
ter for them to decide. 

Rather than act solely on the basis of a complaint from one party, 
the subcommittee thought it to be in the public interest to Carats 
a public hearing at which all sides of the controversy could be pre- 
sented. 

This has been done and witnesses have been scheduled to appear on 
this basis, 

Unless there is objection from other members of the subcommittee, 
it is my intention to allow persons who do not testify to file appropri- 
ate material for inclusion in the record of the hearings upon due re- 
quest. 

At this time I wish to release a staff report in the form of a com- 
mittee print setting forth a digest of the Commission’s report and the 
rules governing its consideration by the Congress. 

With this explanation of the purpose and scope of the hearings, 
we shall proceed to take testimony at this time on 5. 691. 

As chairman of the subcommittee I am very happy to have a 
distinguished group from the full committee as members of this 
subcommittee—men who are familiar with the Rubber Disposa! Act 
and I am sure will ask intelligent questions and enlighten us all. 

The first witness this morning is our great leader of the Democratic 
Party in the Senate. There is no politics in this whatsoever, because 
this man is well regarded by both sides of the aisle. I want to call 
on the senior Senator from Texas, Senator Lyndon Johnson. Senator 
Johnson. 
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STATEMENT OF LYNDON B. JOHNSON, A UNITED STATES SENATOR 
FROM THE STATE OF TEXAS 


Senator Jonnson. Mr. Chairman and members of the committee, 
I deeply apreciate the opportunity to come here and ‘present a very 
brief statement in behalf of, and I hope in justifying the bill that I 
joined with my colleague in introducing on January 24, which I 
think is before each member—Senate 691. This bill would authorize 
the Government to reopen the bidding and negotiations for the sale of 
Plancor No. 877, the copolymer plant in Baytown, Tex. It is my 
considered opinion and best judgment that it would be detrimental to 
the economic and defense security of this country for this fine Baytown 
plant not to be an operating part of a privately owned synthetic 
rubber industry. 

Now S. 691 was introduced by Senator Daniel and myself with 
the conviction that if Congress did not disapprove the overall sale 
of the synthetic rubber plants to private industry as set forth in 
the Rubber Disposal Commission’s report, then this legislation should 
be adopted. 

What I want to say to the committee this morning in support of 
the bill is based upon that belief, and at this time, prior to the com- 
pletion of these hearings, I take no position with respect to whether 
this committee should or should not disapprove, individually or col- 
lectively, the sales recommended by the Disposal Commission. I 
think it is the function of the committee to get all of the facts and 
justification in the reports and then in its good judgment make its 
own evaluation. 

The position of the Senior Senator from Texas is simply this: If 
there is a transfer of rubber plants to private purchasers pursuant 
to Public Law 205, then S. 691 should be enacted so as to permit the 
Baytown copolymer plant to be sold in order that it can be privately 
operated, 

Senator Caprnarr. Will the Senator yield? 

Senator Jounson. Yes. 

Senator Capenartr. Why was it not sold? 

Senator Jounson. I will get to that in the next paragraph, if the 
Senator will indulge me. 

I have been informed by the technical experts that the Baytown 
plant has a capacity of 44, 000 tons. It is a well constructed and main- 
tained plant, fully capable of competing vigorously in the synthetic 
rubber business. Unlike the two other facilities for which the Dis- 
posal Commission recommended no sales, this plant is ideally situated 
for its purposes and is not a high-cost rubber producing installation. 

For reasons that were completely unrelated to the value of this 
facility the sole bidder—and there was just one bidder—under Public 
Law 205 did not deem it desirable to offer what was considered by 
the Commission a suitable and proper amount of money for this 
plant. As a result, the Commission was unable to do anything, since 
they did not think it was a suitable and proper amount, but to reject 
the bid and recommend that the Government not sell this property for 
that price. It was generally assumed that the General Tire & Rubber 
Co., I think, would be the successful bidder for the facility, because 
they were the operators of it and were interested in it. No other 
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yotential bidder gave serious consideration to the submission of a 
bid on the plant. As a matter of fact, none of them bid, so they did 
not have any great. interest. 

It is my feeling if this bill is considered and approved by the com- 
mittee and the Congress, a purchase price can be negotiated which 
will be completely in line with the pattern of sales contained in the 
Disposal Commission’s report and that the plant can be sold under 
conditions fully consistent with the standards established by Public 
Law 205. 

There may be incidental problems arising as a result of this delayed 
sale on the Baytown plant. If there are I feel certain that members 
of this committee can resolve them with appropriate amendments to 
the legislation that is before you or by language in the ac company ing 
report. In any event, under the bill that we offer to you, Congress 
will have the final word on whether or not this plant is finally sold. 

Since the adoption of Public Law 205, we have had every indication 
that a private synthetic rubber industry in the United States would be 
capable of profitable and substantial operations. The price of natural 
rubber has risen considerably—an excellent indication of the poten- 
tial demand for synthetic rubber which traditionally sells at a lower 
price than natural rubber. The addition of 44,000 tons of rubber 
production by the sale of the Baytown plant will strengthen the 
competitive vigor of the rubber industry, and also afford greater assur- 
ance that any ‘future defense needs for rubber will be promptly met. 

If the Baytown plant does not sell, the alternative to this bill is the 
Federal Government will be required to spend substantial sums an- 
nually in maintaining it in a standby condition. This I think we are 
forced to do because of the military security involved. It is a proper 
thing to do with such facilities as are not economic producers and, at 
least at the present time, incapable of functioning in a private com- 
petitive industry. But Mr. Chairman, it is my position that it is 
wholly unnecessary, and it is a wasteful expenditure in connection 
with the Baytown plant, which we think can be sold to private opera- 
tors and thus become a healthy unit in the rubber industry. 

The Baytown plant employs 300 persons. These are skilled work- 
ers, many of whom have been with that plant since it started in World 
War II. It would be most unfortunate if these people were to lose 
their jobs by failure to enact S. 691. I say this because I think the 
country needs the rubber production from this plant, and the use of 
it to function as an operating part of our rubber industry rather than 
sit idly in standby condition. 

As I said, we have three possible alternatives: First, since un- 
fortunately we had only one bidder and since unfortunately the price 
was not an acceptable price to the men charged with the responsibility, 
we could extend the time and permit further attempts to sell the plant. 
That would be one course. That is the course proposed in 8, 691, with 
all of the safeguards inserted by the Senate when it passed the original 
bill. 

If we do not follow that course then we can put this vital plant 
that employs these workers and can be competitive and is a modern 
operating facility, in mothballs and cause the Government an ex- 
penditure each year, as well as turning out 300 people from employ- 
ment and requiring a further drain on our taxpayers without this 
income coming in. That could be the second course. 
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_ The third course is that the people of the country, observing this 
fine facility, not in use and not bought by private industry, but packed 
in mothballs, with people out of work and wanting jobs, and realizing 
that this plant can produce synthetic rubber—the people can come 
in and upset the whole plan of private industry operation by saying 
that the Government owns it and it already has its investment in it, 
so let the Government operate it as it is now and as it has for so many 
years successfully operated. 

Senator Capenart. Will the Senator yield ‘ 

Senator JouNnson. Now those three alternatives, so far as the Senior 
Senator from Texas is concerned, I do not think are a closed question. 
I hope the committee will give serious consideration to authorizing 
the extension of time so that every effort can be made to sell this plant 
and put it on the same basis as the other plants. 

I am delighted to yield and I am very grateful to the committee for 
giving me this opportunity. 

Senator Carpenart. Mr. Chairman. 

Senator Frear. Senator Capehart. 

Senator CaprHart. Unless the Commission itself or somebody can 
come up with a good reason that I do not understand at the moment, 
I do not think there would be any question about passing this legis- 
lation. I do not see any reason at all why you should not extend the 
time and dispose of this facility unless there is some hidden reason 
that I cannot find in my own mind. 

The Commission is going to testify here a little later this morni 
but I just cannot see any reason. 

As you know, I was the author of the original bill, and the purpose 
of the legislation was to dispose of the properties and facilities at a 
fair price and under certain other conditions. One was to maintain 
the national security and get a fair price to the Government, as well 
as protect small business needs, and other reasons. I cannot see any 
reason for not extending the time. 

Senator Jounson. I thank the Senator. 

I think the conclusion he has reached is in accord with his usua) 
and sane reasoning, and sound thinking, and I hope that will be the 
result of the evidence taken by this committee. 

As the Senators around this table know, I have been extremely 
reluctant throughout the years to see the rubber plants sold to private 
industry. I felt our security required that we be able on a moment’s 
notice in war or in peace to operate these plants at full capacity in 
order to supply the security needs of the country, and in order to give 
us some ample protection against monopoly, and in order to insure a 
fair and reasonable price for this product. 

During the Democratic administration and during this administra- 
tion there have been strong recommendations from the Executive 
that some program be evolved where private industry could take 
over these plants. I sat for many weeks with the other members of 
this committee, and as a member of the House, before I came to the 
Senate, I sat with.the Senator from Ohio on a program recommended 
by the previous administration that these plants be turned over to 
private industry. For many months I sat with the Senator from 
Oregon, Mr. Morse, and resisted attempts to turn over these plants, 
but finally the Congress in its wisdom, and I reluctantly went along, 
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agreed that if we could set up proper standards and if private industry 
would do its part to follow these standards, and if the Commission 
disposal group would exercise prudent judgment—and I am not here 
to say they have necessarily, because that is the purpose of this com- 
mittee and that is what I hope it will find out—but if the best interests 
of the people of this country were represented in these purchases then 
I was willing to let them go. But I cannot visualize any member of 
the Senate saying that just because one bidder bid, and he bid too low 
and the Government would not sell it to him, that now we are going 
to prevent that plant, which is a competitive plant, from joining with 
the rest of them if there is to be a sale. 

I hope the members will take prompt action. 

Senator Carenart. I want to say this: I said what I did for the 
purpose of stimulating maybe some good reasons as to why your bill 
should not pass, because at the moment I see no good reason why it 
should not. 

Senator Jounson. Thank you. 

Senator Caprenart. In saying what I did I hope if anyone does have 
any good reasons that they w ill come forward with them, because at 
the moment I do not see them. There may be good reasons that exist, 
but I fail to see them at the moment. 

Senator Frear. Senator Bush. 

Senator Busn. I would like to support what the Senator from 
Indiana said in behalf of this bill. I would also like to ask the senior 
Senator from Texas, as long as we have him with us, whether he would 
care to comment on the Commission’s report. 

Senator Jounson. As I said in my prepared statement, I am not 
prepared at this time, before this committee hears the justifications 
for it and is confronted with all the conditions that confronted the 
Disposal Commission, to evaluate and determine the wisdom of the 
decisions they reached. Very frankly, from the information I have— 
and I realize a man’s judgment is no better than the information he 
has on any subject—in at least one facility I have grave question about 
the wisdom of approval. I do not want to take a hard-and-fast posi- 
tion, though, knowing that a conscientious, prudent man may err, 
because I think everybody tried to put as many standards in this sale 
as we could and to do it the best way possible. 

After the testimony is taken I will review that and certainly take a 
position, and I hope I can in good conscience support the transfer of 
most of these facilities. 

The Senator knows, I think, that the synthetic-rubber industry is 
very vital to our security, and I think it is one of the best investments 
the taxpayers ever made. I think it is a full-time operation. 

They were built shortly after we got into the Korean war on the 
rec ommend: ation of the Armed Services Committee of the Senate and 
resulted in a savings to the Nation of millions of dollars that they 
would otherwise have been. forced to spend because of the abnormal 
prices of natural rubber. I think they have a tendency to give us that 
protection, and I hope that the private purchasers, if they become title- 
holders, will use them to the advantage of all the consumers of America. 
I hope that the committee will come to some conclusion about whether 
this is a good proposition or not. 

I am not. in a position to do so now. 
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Senator Frear. I am sure the committee will come to a conclusion on 
it. Senator Douglas. 

Senator Doveias. I have only one question about this. That relates 
to section 25 (b) on page2. It says: 

If one or more proposals are received * * * the Commission * * * shall 
negotiate with those submitting the proposals for a period of not to exceed 30 
days for the purpose of entering into a definitive contract of sale. 

Senator Jounson. What line are you reading? 

Senator Doveras. Lines7 to 9. It says: 
the Commission * * * shall negotiate with those submitting the proposals for a 
period of not to exceed 30 days for the purpose of entering into a definitive contract 
of sale. 

I take it if there is only one bidder that this does not compel the 
Commission to sell the property for the price which that one bidder 
would offer, does it ? 

Senator Jounson. I would think not. Our purpose, I think, was to 
give the Commission authority which it does not now have, and which 
has already expired, to attempt further negotiation, but to keep the 
protection that the Senator from Illinois and the Senator from Texas 
and other Senators here urged last year in requiring certain standards 
to be set up, and then we can take a look at them 30 days later. We 
have had representations that if necessary local interests, rather than 
see this plant close, be put into mothballs, will attempt to finance its 
purchase. What the Commission has had to say to them we do not 
have authority'to say. 

Senator Dove.as. In other words, this is not a mandate to the Com- 
mission to sell the plant at any price? All it does is extend the period 
within which it may get a better offer ? 

Senator Capgnart. Is not 30 days too short a period ¢ 

Senator JoHnson. That is a construction of the Senator from 
Texas. I would like to have my colleague express himself on it. He 
is the author of the bill and I may say quite frankly brought the local 
people to me after they had their plans. 

Senator CarrHart. Why do you limit it to 30 days? Why not 90% 

Senator DanteL. That is correct. It is in order that this plant may 
come within the disposal time of the other plants as far as possible. 

Senator JoHnson. You are going to have to do this by March 25th. 
We approved this January 24th. I did not want all of them to start 
operating and have this one be a “white elephant” and come along in 
May or June. These people tell us if industry does not care to come 
in there that they have other means locally that assure they can 
finance it and purchase it and compete, and they will make their 
proposal. 

Senator Carenart. There is no question but what it should be sold, 
but I have a question as to whether 30 days is enough time. 

Senator Doveras. Let me say I hope very much the local group 
does come up with an offer, because one of the difficulties in the whole 
business is the limited number of bidders. The more new capital they 
can get in it, the less danger of monopoly and price agreements be- 
tween the big four. So here is one time in which I welcome Texas 

capital very strongly. 

Senator JoHNSON. I hope they can finance it too, provided they 
have the know-how and provided they can make a profitable venture. 
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I do not want any Texans to go bankrupt in a new operation, but I 
as be the last, Senator Douglas, to question the know-how of my 
fellow Texans. 

Senator Doveias. Provided they make a good offer and we get lots 
more money out of this, I will be for it. 

Senator JoHnson. I will say that the Senator from Texas along 
with the Senator from Illinois will have a chance to take another 
good, long look at it and determine whether it is an adequate offer. 

Senator Frear. I must admit. that is the first time I have heard of 
anything little coming out of Texas. 

I would like to say to those present that I want to assure you these 
noises you hear outside are due to the construction of a new building. 
We will all be benefited by it. It will not only be for the benefit of 
the people inside the building, but for the protection of those on the 
street. 

We are now very happy to have the junior Senator from Texas, 
Senator Daniel,on 8.691. Senator Daniel. 


STATEMENT OF PRICE DANIEL, A UNITED STATES SENATOR FROM 
THE STATE OF TEXAS 


Senator Dantet. Mr. Chairman and members of the committee. 
I want to say first to the Senator from Indiana that the Rubber Pro- 
ducing Facilities Disposal Commission and the Treasury have sent 
letters to the committee stating that they do not have any objection 
toS. 691. 

There was one objection raised by a bidder, according to the report 
of the Commission, which polled all of the bidders to see if they 
had any opposition to this new bidding on the Baytown plant. One 
bidder said, the Phillips Chemical Co., that they thought the bidders 
should have bid at the time specified heretofore. 

Members of the committee, Senator Johnson has already made a 
statement to you and I want to join in all of his statements concerning 
this plant. Also I would like to say to this committee that Congress- 
man Albert Thomas, who is the author of a similar bill in the House, 
asked me to state to the committee that he joined in our remarks and 
testimony to the committee today. 

Senator Johnson indicated that the local interest had assumed that 
the General Tire & Rubber Co. would bid on this plant and probably 
purchase it, and they had no idea of what actually might happen and 
what did happen. That was the General Tire & Rubber Co. that 
refused to bid as high as the Commission thought they should bid 
in order to purchase this plant. 

Senator Bricker. What was the bid they offered ? 

Senator Dantex. I do not recall. 

Senator Bricker. We can get that from the Commission. 

Senator DanteL. Yes. 

Local interests therefore came to us in Washington here. Among 
them were the newspaper editor of the Baytown Sun, Mr. Fred Hart- 
man, who is here today, and Mr. Jack Henderson and others, as well 
as Mr. J. H. Faull, who is the consulting chemist who has been with 
the plant, and who is here today. He represented to us it was in 
the national interest that the plant be sold, and certainly it was to 
the interests of the local community. 
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They employ 325 workers in the plant, and they had no idea that 
a sale would not be made. Immediately after finding a proper bid 
had not been made, they went about trying to get local finances to- 
gether to make a purchase of this plant, and not at a price less than 
what the Commission wants for the plant, but at a price equal to 
that or in excess of that. In other words, local interests have already 
organized to the extent that they assure us if others in the rubber 
industry do not bid higher than they do, they will submit a bid that 
the Commission will accept for this plant. 

They are not asking us to pass any kind of a bill that will allow 
the local interests to get the plant for cheaper than the Commission 
wanted private interests to pay for it. 

Another thing I would hke to stress is, as Senator Johnson said, 
you will have a 3-year shutdown of this plant under the present law 
if we do not pass this bill. 

Members of the committee, I would like to introduce Dr. J. H. 
Faull, Jr., a graduate of Harvard University, with a Ph. D. in 
physical chemistry, who established the development program at this 
plant in 1948. By the way, it has been operating since the beginning 
of the synthetic-rubber industry in the United States. He has acted 
as consultant to the present time. 

I would like to introduce for the record a biographical sketch show- 
ing the background and experience of Dr. Faull. 

Senator Freak. Without objection, it will be made a part of the 
record. 


(The biographical sketch of Dr. J. H. Faull follows :) 


J. H. Faull, Jr.: technical, Ph. D. 1931 in physical chemistry, Harvard Univer- 
sity, established development program at the plant in 1948 for which he has 
acted as consultant to the present. He provided the technical leadership for the 
original operation from February 1943, representing the participating company 
designated for that purpose by the wartime agency. He and his associates re 
cruited the original key staff, most of whom have retained company connections. 
The Black Masterbatch process was one of his achievements established as a 
plant operation in 1944 as a wartime measure, thereby extending an activity in 
reinforcement pigments, their theory and utilization with latex which had been 
one of his chief technical interests at General Latex & Chemical Corp., Fire 
stone Tire & Rubber Co., and Kaysam Corp., where he started as a research 
scientist in the rubber industry in 1935. He served on numerous technical policy 
and design committees since 1948. In late 1946, his service became part-time 
adviser to permit leave of absence to assist in establishment of the Boston branch 
office of the Office of Naval Research. Later he became chief adviser to the 
Office of Naval Research for research and development in rubberlike materials, 
organizing coordination which extended to close participation with the other 
military services. This work continues. For 2 years he was one of a three-man 
advisory group for policy supervision of the $8 million OSR Government syn- 
thetic-rubber research and development program. He has been called on to 
give many talks at local and national levels, publishes occasionally, and works 
through many committees, most recently with Rubber Panel of the National 
Academy of Sciences for Research Policy. Continuously through affiliation 
changes, he has held close attachment to Baytown and its interests. 


Senator Frear. Dr. Faull. 


STATEMENT OF DR. J. H. FAULL, JR., CONSULTANT 


Dr. Faun. Yes, sir, Senator Frear. 

Senator Frear. Do you have a statement that you wish to submit, 
Doctor, or do you want to make your remarks orally ¢ 

Dr. Fauuy. Yes, sir. I have a short statement. 


ls ts 
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Senator Frear. If you care to put the statement in the record and 
speak ad lib it is quite all right, or you may read your statement. 

Dr. Fau.u. Senator, I believe inasmuch as most of the points I had 
here will be and have already been covered very nicely, I would like 
just to read my short statement into the record as it stands, rather than 
ad lib, and then be prepared to answer any questions that the members 
of the Production and Stabilization Subcommittee may care to ask. 

Senator Capenart. I want to warn you, the thing always to remem- 
ber on a sale is when you get the order it is better to quit. Some- 
times you talk people out of it. 

Dr. Faun. Yes, sir, Senator Capehart, and here you will hear just 
a very small voice. 

Senator Cargenarr. | think you have the subcommittee already sold 
on it, so I hope you do not unsell us. 

Dr. Fautn. I am J. Horace Faull, Jr., of 72 Fresh Pond Lane, 
Cambridge, Mass., a consulting chemist. I am appearing on my own 
behalf stemming from a long association and knowledge of the prob- 
lems of the Baytown plant. My consulting activities in the synthetic- 
rubber field have been numerous, and my principal clients at present 
are the Office of Naval Research and the General Tire & Rubber Co., 
Baytown plant, neither of which is represented in my appearance here. 

The production of CR-S- type synthetic rubber at the Baytown 
copolymer plant (Plancor 877) is required to continue without inter- 
ruption both in the interests of the national economy and in the 
interests of national security. Continued production in the pros- 
pective private ownership economy and with maintenance of a com- 
petitive position seems entirely feasible under competent private 
ownership at a fair sale price for the Government facility. 

1. Estimates for United States consumption in 1955 have steadily 
increased over the past several months, with a maximum 734,000 long 
tons and a conservative present estimate in excess of 635,000 long 
tons. These trends are dangerously close to the ‘ 
plant capacity” of the plants sold. 

2. The “assigned capacity” sold is 688,000 long tons, but we believe 
this is to be based on performance rates which are unlikely to be main- 
tained over many months. In fact, the assigned rates have in some 

‘ases never been demonstrated for even a month or shorter periods. 
It seems possible that the “assigned” yearly production of the present 
phair may require special measures to achieve. 

Both world consumption and United States demand are increas- 
ine rapidly, with United States synthetic rubber the only certain 
source of supply. With capacity production levels already close to 
leans the situation can suddenly become critical. 

The Baytown product is a specialty product which has been in 
pe demand since 1944. Baytown has historically provided 40 per- 
cent to 100 percent of this demand and is presently providing close 
to 60 pereent. Users include all sizes of consumers for whom the 
product serves a variety of functions. Of particular concern are a 
number of small users who have a special dependence on this product. 

Senator Dove tas. What type of uses is the Baytown rubber used 
for? 

Dr. Fautt. The Baytown rubber product has added carbonblack 
to it, so that it is a material which can be used by people with limited 


‘assigned annual 
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processing facilities, or overloaded processing facilities in particular, 
penator. 

Senator Doveras. Small manufacturers of a wide variety of rubber 
products ¢ 

Dr. Favty. That is true. For example, they may be particularly 
anxious to avoid the presence of dust in the black and in the minerals, 
and so on. That is the type of application I am referring to here, 
although it is only one of the important uses. 

The prospect of even short-time supply interruption is causing 
apprehension. 

5. There should be no question of economic feasibility of continuing 
he Baytown operation provided that 

(1) The present operating staff is not further dissipated. 

(2) No appreciable interruption at plant transfer is allowed. 

(3) A financially and technically qualified and willing purchaser is 
foun us immediately. Raw material, including butadiene, seem to 
be j 1 adequate overall supply in the Gulf area. The BD “assigned 

nean ities” are apparently realistic or even conservative. While there 
appears to be enough BD to meet Baytown need at present, it may be 
tight. Any tightness will be temporary only, as plans for new supply 
are numerous and capable of realization shortly and of growing 
steadily with time. 

6. If the Baytown plant is now allowed to be mothballed, there 
are no complete or adequate measures in sight for conserving the 
production capability of the team which has for so long made a 
aa ritorious contribution to the national security in this continuing 
critical supply of general-purpose synthetic rubber. 

Senator Dantrev. That concludes Dr. Faull’s statement, Mr. Chair- 
man. 

Senator Frear. Thank you, Dr. Faull. 

Senator Daniet. Mr. Chairman, I would like to present to the 
committee Mr. Jack Henderson, who is with the local interests and 
who will make a very brief statement, and then include his prepared 
statement in the record. 

Senator Frear. Mr. Henderson. 


STATEMENT OF JACK R. HENDERSON, BAYTOWN, TEX. 


Mr. Henprerson. Mr. Chairman and members of the committee. 
In view of the testimony that has been given and taking my cue 
from Senator Capehart, 1 would like to read two sentences after iden- 
tifying myself and place the rest of my testimony in the record. 

1 am Jack R. Henderson of Baytown, Tex. I appear as a repre- 
sentative of a local Baytown group known as Baytown Rubber & 
Chemical Co. I represent no other interests. 

We are interested in purchasing a plant that has been left to die 
at the taxpayers’ expense. Our purchase of this plant would save 
the taxpayers far more than $1 million. It would contribute to the 
national security by helping to provide an essential commodity 
which is now in short supply. It would bring into being another 
independent source of research and technical know-how. 

That concludes my statement. 
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Senator Frear. With that statement you might even be able to 
induce the senior Senator from Indiana to come down and vote for 
vou. 


Mr. Henperson. Thank you. 

Senator Danieu. May the rest of his prepared statement be included 
in the record? 

Senator Frear. Without objection it will be included in the record. 

(The rest of the prepared statement of Mr. Henderson follows :) 


1. INTEREST IN SALE OF BAYTOWN COPOLYMER PLANT 


As evidenced by the attached protographic copies of 17 letters from rubber 
fabricators, many small manufacturers are greatly concerned about the pos- 
sibility of an inadequate supply of synthetic rubber if the Baytown plant is 
closed. The seriousness of their concern may be demonstrated by the fact that 
during the fiscal year ended June 30, 1954, over 50 percent of the total supply of 
synthetic rubber in master-batch form was produced 
pliant. 

In response to my question to Mr. W. J. Sears, executive vice president of the 
Rubber Manufacturers Association, he stated that he knew of no opposition in 
the industry to the sale of the Baytown plant. On the contrary, he stated that 
several manufacturers, including one major rubber company, had expressed the 
hope that something could be worked out to enable continued operation of the 
Baytown plant. 

Figures prepared by the RMA indicate the demand for synthetic rubber over 
the next 5 years will vastly exceed the capacity 
producing facilities. 


at the Baytown Copolymer 


of existing synthetic rubber- 
2. TAXPAYER’S INTEREST 


A copolymer plant is a chemical plant and as such is continually faced with 
varying degrees of obsolescence. A chemical plant in operation will be kept 
up to date out of earnings, whereas a shutdown chemical plant rapidly 
becomes obsolete. During the 11 years ended December 31, 1954, over $4 mil- 
lion had been expanded for additions and replacements at the Baytown copoly- 
mer plant. The majority of these expenditures have been directed toward 
modernization in the fight against obsolescence. 

The Disposal Commission, in its report, estimated the cost of placing the 
saytown plant in standby and maintaining it for 3 years at $875,000. Aside 
from the obsolescence factor, it has been shown through experience in placing 
other plants in standby that the cost of reactivating a chemical plant is enor- 
mous. For example, the Government spent over $23 million reactivating plants 
in the synthetic-rubber program because of the Korean war demands. 

In addition to the foregoing considerations, a prospective purchaser, after 3 
years of standby, would be confronted with assimilating and training key per- 
sonnel and an operating force. It is a well-known fact that during this period 
of recruiting and training, low production rates and poor quality product create 
deficits that can be overcome only by profits from good operations over a long 
period of time. 

A prospective purchaser 3 years hence will certainly reflect these factors 
in his bid. The Commission found it impossible to accept the single timely bid 
for the Baytown copolymer plant, and now the Government proposes to spend 
$875,000 as standby expenses. I do not believe the Government could hope to 
realize the amount of the rejected bid for this plant 3 years from now, let alone 
recover its standby expense of $875,000. 

In contrast to this bleak prospect for the taxpayer, there stands an interested 
group ready to pay a fair price, in excess of the amount found to be unacceptable 
by the Commission. If the Congress will make it possible for this prospective 
purchaser to enter his bid, the taxpayers stand to recover a fair price for the 
Baytown plant and to save nearly an additional $1 million estimated as the cost 
of upkeep if the plant is placed in mothballs. 


3. EQUAL OPPORTUNITY TO BID 


The Baytown group is composed of local residents and is supported by em- 
ployees of the present operator of the copolymer plant. These people were 
confident the General Tire & Rubber Co. would buy this plant unless General 
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was outbid by another prospective purchaser, in which latter event the residents 
could look forward to continued operation of the plan and the employees could 
at least hope for continued employment. Obviously, the employees could not 
enter into competition with their employer and there was no incentive on the 
part of the employees nor on the part of other local residents to compete with 
the present operator. However, we now find our community confronted with 
the shutdown of a major employing unit and most of the employees face the 
prospect of unemployment. It was only when these prospects confronted us that 
we were able to consolidate our talents and resources and direct them toward the 
acquisition and continued operation of the Baytown copolymer plant. 

We therefore do not feel that we have had an opportunity to bid, and we are 
now asking the Congress to make it possible for us to enter our bid. We do not 
believe the proposed legislation, if enacted, will jeopardize the overall disposal 
program and we have no desire to interfere with the consummation of sales 
agreements that have been executed. 


4. SUMMARY 


We are interested in purchasing a plant that has been left to die at the tax- 
payers’ expense. Our purchase of this plant would save the taxpayers far more 
than a million dollars, it would contribute to the national security by helping 
provide an essential commodity now in short supply, and it would bring into 
being another independent source of research and technical know-how. 

Senator Danret. I would like to introduce, last, Mr. Fred Hart- 
man, publisher of the Baytown Sun, who speaks for the local 
organizations and who will be brief also. 

Senator Frear. Mr. Hartman. 


STATEMENT OF FRED HARTMAN, PUBLISHER, BAYTOWN SUN, 
BAYTOWN, TEX. 


Mr. Harrman. Thank you. 

Mr. Chairman and members of the committee. I was invited here 
today to assure you that we in Baytown, Tex., are vitally interested 
in the continued operation of this synthetic -rubber plant. 

Senator Capenartr. Where is Baytow n? 

Mr. Harrman. Thirty miles from Houston on the Houston Ship 
Channel. 

I was asked to sum up anything that any of my illustrious prede- 
cessors have not done. I assure you that the senior Senator from 
Texas and the junior Senator from Texas have done such a wonderful 
job that 1 want to concur in everything they have said. 

Thank you very much. 

Senator Fear. Thank you, Mr. Hartman. 

Senator Danie. Mr. Chairman and members of the committee, 
| would like to introduce for the record letters from the mayor of the 
city of Baytown; from the International Union of Operating Engi- 
neers, A. F. of L.; from the Baytown Chamber of Commerce ; from 
the Baytown Sun; from the C itizens National Bank & Trust Co.; 
and the First National Bank of Baytown, as well as others. 

Senator Frear. They will be admitted. They will appear in the 
appendix i inthe record. (See p. 12a.) 


Senator Bricker. 
Senator Bricker. Senator Daniel, do you know the percentage of 


capacity of this plant in relation to the total capacity of the plants 
sold? 
Senator Danie.. About 5 percent, according to Dr. Faull. 
Senator Bricker. Thank you very much. 
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Senator Danie... I thank you, Mr. Chairman and members of the 
‘ommittee, for your kindness. 

Senator Frear. Thank you, Senator Daniel and also you, Senator 
Johnson, and the men from Texas for appearing before this committee 
and giving us your views. However, before you leave I would like to 
ask Senator Douglas, or Senator Bricker, or Senator Bush if they 
have any questions. Apparently not. 

Thank you very much, indeed. We appreciate your appearance and 
are happy to have had your testimony on S. 691. 

Senator Dante. May I leave this final suggestion. As the commit- 
tee well realizes, time is of the essence in the matter and it is important 
if this plant is not to get behind the others and, therefore, be at a dis- 
advantage, that action be had as soon as possible if action is going to be 
had on this bill. Thank you. 

Senator Frear. We appreciate that. Our next witness will be Mr. 
Laurence B. Robbins, Administrator of the Federal Facilities 
Corporation. 

Senator Carenart. May I ask Mr. Robbins a question ? 

Senator Frear. You may. 

Senator Cargrnart. Do you know of any reason why we should not 
pass this bill today that we have been talking about, in order to get 
roing on it? 


STATEMENT OF LAURENCE B. ROBBINS, ADMINISTRATOR, 
FEDERAL FACILITIES CORPORATION 


Mr. Rosprns. Senator, I have a very short statement which I should 
like to put in the record. 

Senator Carenart. On this subject ? 

Mr. Rossrns. Yes, sir. With your permission, Mr. Chairman, may 
I read the statement ? 

Senator Frear. You may proceed. 

Mr. Rossrns Mr. Chairman and members of the committee: I 
am appearing before this subcommittee in my capacity as Admin- 
istrator of Federal Facilities Corporation. I think it would be well 
to have the record show clearly the basic distinction between the 
operating agency for the synthetic-rubber plants and the disposal 
agency. 

Federal Facilities Corporation, as the operating agency, operates 
and maintains the plants on behalf of the Government under the 
Rubber Act of 1948; whereas the Rubber Producing Facilities Dis- 
posal Commission performs the function of disposing of these plants 
pursuant to Public Law 205, 83d Congress. 

S. 691, which is before the committee, would add a new section to 
the Disposal Act and its effect would be to afford a further oppor- 
tunity to sell the Government-owned copolymer plant at Baytown, 
Tex. It would, of course, be desirable from a monetary standpoint 
to effect the sale of this additional plant, but in our opinion the para- 
mount consideration is the Santen yrogram developed by the Com- 
mission and now pending before the ( ‘ongress. 

I, therefore, urge that this subcommittee thoroughly explore the 
possible effect which the passage of S. 691 might have upon the dis- 
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posal progr: m as a whole and, if there is any question that the pro- 
eram might be affected adversely, it would seem best to postpone 
consideration of any further action with respect to the sale of this 
plant until the program has been completed. 

Senator Caprmarr. Mr. Chairman, may I ask a question ? 

Senator Frear. Yes. 

Senator Carenarr. Is there anything wrong with going ahead and 
approving the sales that have been made and then simply extending 
the time for the sale of this one, and completely, 100 percent, divore- 
ing it from what has already happened ? 

Mr. Ropperns. Senator, the committee has had testimony that an 
objection has been made by one of the purchasers of the plants to the 
passage of this bill. 

Senator Carrenarr. You are talking about the passage of the bill 
of Senator Johnson and Senator Daniel? 

Mr. Rogsins. 8. 691. The objection has raised the question that the 
passage of the bill might release the purchasers of the plants from 
their commitments. 

Senator Caprnarr. You mean all other plants? 

Mr. Rorsrns. Yes. 

Senator Carruarr. We can certainly avoid that by the way we write 
the bill. 

Senator Doveuas. Is this the Phillips Co. ? 

Mr. Rosprns. Yes. 

Senator Dovenas. Did the Phillips Co. bid originally on this plant ? 

Mr. Rogers. No, sir. Not on this plant. 

Senator Dovetas. If it did not bid originally, what right has it 
to come in and say they wili withdraw other bids they made which 

are not connected with it? 

Mr. Rospins. Senator, that was not my statement. 

Senator Frear. I do not believe we have had any testimony Phil- 
lips are going to withdraw a bid. 

Mr. Rosstns. No. Not that they are going to withdraw a bid. 

Senator Caremarr. Is it your fear that if we pass this bill in its 
present language, or change the language, that the purchasers who 
have now been ‘approved by the Commission might well, all of them, 
withdraw their bids? 

Mr. Rogsrns. I have no opinion. I am simply pointing out the 
fact that that question has been raised, and suggesting that the com- 
mittee give full consideration to that possibility before taking favor- 
able action on the bill. 

Senator Carenart. I seems to me we have as a practical matter 
here that “X” number of companies have bid for these properties and 
facilities and the Disposal Commission has accepted the bids. I 
presume they are happy with it, and the Disposal Commission is 
happy. One of them is left out. What is wrong with extending 
the time for the selling of this additional facility ? 

Mr. Rossrns. I think the Disposal Commission can answer that 
question better than I can. I am simply pointing out the fact that 
the question has been raised. 
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Senator Doveras. I would like to ask this question. Is it barely 
possible the objection of the Phillips Co. stems from the fact that they 
do not want added competition ? 

Mr. Rossrns. I am not attempting, Senator, to comment on the 
reasons for their statement. I am simply mentioning the fact that 
the statement has been made and the question has been raised. 

Senator Dovetas. Do you know of any legal basis for other success- 
ful bidders to withdraw their bids if this bill of Senator Daniel is 
passed ¢ 

Mr. Rosstns. I am not in a position to express a legal opinion on it. 

Senator Frear. Senator Bush. 

Senator Busu. I presume your point is this in effect would change 
the law under which the bids were made and, therefore, a change in 
the law might give anybody who wanted an out for any particular 

reason, a chance to escape. Is that your thought or not? 

Mr. Rossrys. I would suspect that that enters into the statement 
made by Phillips. 

Senator CareHart. That is shortsightedness, because we can go 
ahead and accept all these bids and close the deal and then change the 
law 60 days from now any way we see fit. So it would simply be 
shortsightedness on the part of anybody. 

Mr. Rossrns. That is right. The point I am trying to make is that 
the disposal program as a whole is so important that if any question 
exists as to the effect of this bill on the program 

Senator Capenart. You mean from the legal standpoint. 

Mr. Rossrns. Then the program should take precedence. 

Senator Busu. Who do you suggest we ask to advise us about this 
as to how great the danger is? The Commission itself? 

Mr. Rossins. I would leave that to the committee, Senator. 

Senator Dante. Mr. Chairman, may I make a comment here ¢ 

Senator CaprHart. You have more confidence in us than a lot of 
people do. 

Senator Frear. Senator Daniel. 

Senator Danrev. The theory that the Phillips Co. expressed, ac- 
cording to their letter which was copied in the report from the Com- 
mission to you on S. 691, is that the bill requires all unsold plants to be 
shut down for 3 years, and maybe you would release those who have 
put in their bids by your failure to shut down these plants for 3 years, 
and it would be unfair to them. I think there is nothing whatever 
to the objection. 

Senator Frear. I think Mr. Pettibone, who will also be a witness 





‘here has something in his statement pertaining to this that might be 


enlightening. As your background, Mr. Robbins, you state that you 
are an Assistant Secretary of the Treasury and that. you are ‘the 
Administrator of Federal Facilities Corporation which now is en- 
trusted with the operation of all these plants. Is that not true? 

Mr. Rossrns. That is right. 

Senator Frear. There has been a statement and memorandum on 
S. 691 sent up from the Treasury Department which, without objec- 
tion, IT would like to make a part of the record. 
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(The letter from the Treasury Department follows :) 


TREASURY DEPARTMENT, 
WASHINGTON 25, March 7, 1955. 
Hon. J. WILLIAM FULBRIGHT, 
Chairman, Senate Committee on Banking and Currency, 
United States Senate, Washington, D. C. 

My Dear Mr. CHARMAN: Reference is made to Mr. Parson's letter dated 
February 2, 1955, requesting the views of this Department with respect to 
S. 691, a bill “To amend the Rubber Producing Facilities Disposal Act of 1953. 
so as to permit the disposal thereunder of Plancor Numbered 877 at Baytown, 
Te" 

The proposed legislation would grant additional time for the receipt of pro- 
posals for the purchase of the Government-owned synthetic rubber plant at 
Baytown, Tex., thus affordifig a further opportunity to sell this particular plant 
to private industry. The bill raises the fundamental question of whether its 
enactment might endanger the disposal program submitted to the Congress by 
the Rubber Producing Facilities Disposal Commission on January 24, 1955. The 
Treasury Department does not have the background necessary to speak with 
respect to this question but while the sale of an additional plant would be highly 
desirable, this Department wishes to emphasize that in its opinion the success 
of the pending Disposal Program should take precedence over anything else 
and to suggest that before taking action on this bill the committee should give 
very serious consideration to the possible effect of its passage upon the program 
as a whole. 

Should the committee give favorable consideration to the bill, there is attached 
a memorandum which sets forth our recommendations for changes in the bill. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this report to your committee. 

Very truly yours, 
G. M. HUMPHREY, 
Secretary of the Treasury. 


MEMORANDUM 


Re: 8. 691, “To amend the Rubber Producing Facilities Disposal Act of 1953, so 
as to permit the disposal thereunder of Plancor Numbered 877 at Baytown, 
Tex.” 

The bill would grant additional time for the receipt of proposals for the pur- 
chase of the Government-owned synthetic rubber plant at Baytown, Tex., thus 
affording a further opportunity to sell this particular plant to private industry. 

The following changes should be made in the bill: 

1. The proposed section 25 of the Rubber Producing Facilities Disposal Act of 
19583 should include a provision granting authority to lease tank cars for any 
purpose. The report of the Disposal Commission requires that the tank cars be 
placed in standby unless utilized by another Government agency for purposes 
other than synthetic rubber production. I believe that, from both a financial 
and a national security standpoint, it would better serve the Government's inter- 
ests to provide leasing authority as suggested. 

2. The proposed section 25 should recite in substance that all action under the 
act taken prior to the enactment of section 25 shall be governed by the act and 
shall have the same force and effect as if section 25 had not been enacted. Such 
a recitation would clarify that (a) the enactment of section 25 will not affect 
the transfer period established by the filing of the disposal report on January 
24, 1955, (b) sales of synthetic rubber and component materials will cease as 
originally contemplated under section 7 (j) of the disposal act, and (c) perform- 
ance under the rubber act of 1948 will cease as originally contemplated under 
section 14 (2) of the disposal act. 

3. As the bill now reads, the enactment of the proposed section 25 would en- 
title (by reason of section 7 (k) of the disposal act) the purchaser of the Bay- 
town plant to a pro rata share of the final synthetic rubber inventory. In order 
to avoid complicating the disposal of the final inventory, the proposed section 25 
should expressly exclude such purchaser from the benefits of section 7 (k). 

4. The proposed section 25 should include a provision for obtaining the ad- 
vice of the Attorney General with respect to whether the proposed disposition 
of the Baytown plant will violate antitrust laws. 
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Senator Frear. Would you like to comment on the amendments 
proposed in the memorandum from the Secret: iry of the Treasury ? 
You know what they are I am sure 

Mr. Rossrns. Yes, I am generally familiar with them. The amend- 
ments proposed, provided this bill is given favorable consideration, are 
that the bill should include a provision granting authority to lease tank 
cars for rubber purposes as well as to sell this pi: unt. 

Senator Frear. Were those tank cars put up for sale with this par- 
ticular plant ? 

Mr. Rowpins. Yes, they were. 

Senator Frrar. That was in general, but not just this particular 
plant 877, was it? 

Mr. Roszins. They were not connected particularly with the Bay- 
town plant. 

Senator Frear. Right. 

Mr. Rogsrns. Then in the opinion of our counsel, if the bill is given 
favorable consideration there should be language which will make it 
perfectly clear that the enactment of this bill will have no adverse 
effect upon Public Law 205 

Senator Bricker. But having sold them under that law without the 
provision in it to which the Phillips Co. obviously objects, is there any 
legal question that might arise in the courts as to whether or not they 
might get out of the purchase of the plants if they so desired ? 

Mr. Rossrns. That is the question I pointed to. 

Senator Carrenart. I don’t believe they are going to be that short- 
sighted. Maybe they are; I do not know. Sometimes private enter- 
prise does get awfully shortsighted. 

Mr. Rosnins. And there is another provision with reference to the 
disposition of the final synthetic rubber inventory at that plant if the 
plant is disposed of; and a further one, which simply suggests that it 
be cleared with the Attorney General. 

Senator Bricker. Do you know of any of these companies that have 
bid that want out of their commitments? 

Mr. Rossrns. I have had no part in the disposal program, Senator. 
The Disposal Commission, I think, can answer that question better 
than I. To the best of my knowledge, the only formal objection that 
has been raised to the passage of Senate 691 has been by Phillips. 

Senator Bricker. They say they are not going to testify against it. 
I am wondering what the effect would be if the sales were consum- 
mated and the ‘Congress should pass the bill as submitted here this 
morning, what their rights would be by way of damages or claims 
against the Government. 

Mr. Rossrns. Again I would rather defer to the Commission because 
they have had the entire responsibility for the negotiation of these con- 
tracts and dealing with the purchasers of the plants. 

Senator Carenart. They are falling behind the fact that the law 
states that any that are not sold will be in a standby position for 3 
years. 

Mr. Rorgrns. That is one point. 

Senator CareHart. Well, I think that is the only point. Here is « 
situation where the Commission felt that the bids were not sufficient 
on one particular plant, and it did not sell. It is sitting down there 
by itself. Now yon have somebody who wishes to purchase it, I pre- 
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sume at a fair price. If it is not at a fair price, they ought not sell to 
them. 

Mr. Rosstns. There are other points which were made in that state- 
ment which I am not in a position to argue. 

Senator Frear. I think, Senator, we will be able to get that infor- 
mation from the Commission when they come up. 

Senator Bricker. Mr. Chairman, I would like to ask: Do you have 
the depreciated value of this plant based upon cost ? 

Mr. Rosstns. The depreciated value as of last August was about 
$4,400,000. 

Senator Bricker. The bid was $2,400,000 some ? 

Mr. Ropsrns. Yes, sir. 

Senator Frear. Any further questions? If not, thank you very 
much Mr. Robbins. 

Mr. Rogsrns. Thank you, Mr. Chairman. 

Senator Frear. Mr. Holman T. Pettibone, chairman of the Rubber 
Producing Facilities Disposal Commission. I believe it is intended 
that Mr. Rounds and Mr. Cook will accompany you, Mr. Pettibone. 

Mr. Perrtsone. Thank you. I was going to make that request, 
Senator, because we are unable to hear because of that noise back 
there. Could I have one or two of our staff come forward, too? 

Senator Frear. Of course, you may. 


STATEMENT OF HOLMAN T. PETTIBONE, CHAIRMAN, ACCOMPANIED 
BY LESLIE R. ROUNDS, VICE CHAIRMAN; EVERETT R. COOK, MEM- 
BER; EUGENE HOLLAND, EXECUTIVE DIRECTOR; JAMES M. 
WAINGER, COUNSEL; MORRIS G. HEINS, JR., DEPUTY EXECU- 
TIVE DIRECTOR, RUBBER PRODUCING FACILITIES DISPOSAL 
COMMISSION 


Mr. Perripone. Mr. Chairman, may I identify my associates to you? 

Senator Frear. Mr. Pettibone, I would like you to identify your- 
self, your associates, and give a brief background of yourselves, that 
is, what business you are in. 

Mr. Perrirone. My name is Holman T. Pettibone. I am chairman 
of the Board of the Chicago Title & Trust Co. 

Senator Bricker. What company ? 

Mr. Perrmone. Chicago Title & Trust Co. I have been connected 
with the company for 44 years, and I have lived that length of time 
in Chicago. 

At my right is Gen. Everett R. Cook of Memphis, Tenn., a cotton 
merchant. At my left is Commissioner Rounds of Kennebunkport, 
Maine, a vice president of the Federal Reserve Bank of New York. 
Mr. Eugene Holland, at my left, is the founder of the Holland Lumber 
Co. of Iowa and Nebraska, a lumber manufacturer who lives in 
Chieago. He is our executive director. Mr. Wainger is of counsel; 
Mr. Heins, of Memphis, is deputy executive director. 

Does that identify them sufficiently ? 

Senator Frear. Sufficiently to the chairman. Are there any ques- 
tions¢ If not, will you proceed with any statement you may have, 
Mr. Pettibone. 

Mr. Perrinone. I am uncertain as to procedure, Mr. Chairman. 
This is our first appearance before either the Senate or the House. 
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We do have a brief statement of a general character. I am not sure 
whether it would be in order in your procedure to read that, or whether 
you prefer to have us go directly to the Baytown matter. You do not 
have a copy of this. It is just a general statement of our approach. 

Senator Frear. I think it would be well if you made that statement, 
sir. 

Senator CapEHEART. You say you do not have extra copies? 

Mr. Perrisone. We have just a few here. 

Senator Frear. In that statement are you giving any opinion 
regarding S. 691. : 

Mr. Pertrisone. No, sir. 

Senator Frear. Would you care to do that? I think it would be 
very good if you would. I am sure you could, and I am sure you 
are prepared, and I think it would be well for the committee to have it. 

Mr. Perrizone. I am prepared to follow this opening statement 
immediately with one on Baytown. I have that written out, and of 
that you have a copy. 

Shall I proceed, Mr. Chairman ? 

Senator Frear. Yes, sir. 

Mr. Perripone. The three members of this Commission accepted 
appointment because of a desire to aid in the attainment of the ob- 
jective of the disposal law; namely, the transfer of an essential pres- 
ently profitable going business from Government to private ownership 
and operation under proper conditions. . None of us had any back- 
ground of experience with the manufacture of synthetic rubber. 

At the outset we were impressed with the fact that the disposal law 
adopted by the Congress had been drafted with great care. It clearly 
reflects the ideas of different minds with widely different backgrounds. 
First in importance came national security—we must have synthetic 
rubber available in large quantities if because of war or any other 
reason natural rubber is not available. This means that purchasers 
must be technically competent and financially able to produce syn- 
thetic rubber for a period of 10 years. Next, a free competitive 
synthetic rubber industry is to be established; there must be no 
monopoly and there must be a supply of rubber available to small 
manufacturers. Full, fair value must be obtained. The Commission 
is required to submit recommendations as to the research program in 
synthetic rubber to be carried on by the Government for 1 year. 

In carrying out its assignment, the Commission had valuable aid 
from other Government agencies. First was the Reconstruction 
Finance Corporation and its successor, Federal Facilities Corporation. 
The administrators and staffs of these two agencies rendered numerous 
and continuous services to the Commission. To mention a few, we 
refer to staff personnel drawn from those agencies; accounting and 
handling of all financial matters related to the Commission’s opera- 
tions; an engineering appraisal of some of the facilities to be sold; 
preparation of brochure describing each facility in a manner to be 
useful to prospective purchasers; plant inspections by the Commission 
and by prospective purchasers; services yet to be rendered in the 
transfer of facilities to buyers. 

The Attorney General has counseled the Commission and written 
an opinion as required by the law. The Department of Defense has 
aided in the preparation of a suitable national security clause to be 
included in all sales contracts. 
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We have presented a report to the Congress. We have supplied 
additional interpretative and factual data to members of the staffs 
of the Senate Banking and Currency Committee and to the House 
Armed Services Committee, and to the General Accounting Office. 
We believe that we have done a thorough job carrying out the letter 
and spirit of the disposal law. We now stand ready to answer 
questions and supply further information as desired by your com- 
mittee. 

Shall I now proceed with Baytown ? 

Senator Frear. Yes. 

Mr. Perrizone. In response to an inquiry from the clerk of the 
committee, Mr. Yingling, we wrote and stated our views in a letter 
dated March 3. Do you gentlemen have copies of that letter ? 

Senator Frear. Yes, we have. 

Mr. Perrivone. The letter of January 25 from your committee 
requested the Commission’s views on S. 691, “A bill to amend the 
Rubber Producing Facilities Disposal Act of 1953, so as to permit the 
disposal thereunder of Plancor Numbered 877 at Baytown, Tex.” 
The matter has now been considered by the Commission, which offers 
the following comments: 

The purpose of the bill is to afford a further opportunity to sell 
to private industry the copolymer plant at Baytown. This result 
was not attained under the disposal program developed by the Com- 
mission over the period November 18, 1953 through December 27, 
1954, because of failure to obtain what the Commission considered a 
bid representing full fair value for the facility as required by the act. 
The Commission’s report to the Congress, filed on January 24, 1955, 
gives the full story on the matter, and points out that the unsold 
Baytown plant would, pursuant to the mandatory provisions of the 
act, go into standby upon termination of the transfer period, and 
could not be sold within a period of 3 years from the end of such 
transfer period. 

The Commission administered the act. with full recognition from 
the beginning of its endeavors that unsold plants would not operate 
for a 3-year period. The Commission emphasized to prospective 
purchasers that it would not sell below full fair value as required by 
the act even though the result should be failure of the disposal pro- 
gram or putting in standby facilities not sold. In fact, the require- 
ment that unsold plants be placed in standby was a very helpful 
factor to the Commission in carrying on negotiations. Some pros- 
pective purchasers, who owned or expected to become owners of a 
related nearby facility, raised their bids to an amount acceptable 
to the Commission in order to avoid the very result impending at 
Baytown; namely, terminating the employment of a staff of trained 
workers. The record demonstrates that the Commission exerted 
every effort to effect a sale of the Baytown plant, believing, as it 
still believes, that the production of this plant would be desirable 
although not indispensable in the program to be carried on by private 
enterprise. 

The bill under consideration raises the question of a change in 
basic policy, which the Commission, as an administrative agency of 
the Government, considers beyond its purview. Arguments favoring 
such a sale at this time, should that be possible, include the savings 
to the Government of substantial maintenance charges during the 
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standby period, the return at this time to the Government of a sale 
price likely to be greater than any to be received at a future date, and 
elimination of the question of unemployment presented if the plant 
remains unsold. 

Should the Congress conclude that legislation in the nature of the 
subject bill should now be passed, with the short time limits proposed, 
and should it designate the Commission as the agency to handle the 
disposal, the Commission is prepared to accept and discharge such 
responsibility. It is understood that any such additional task would 
be completely separate and apart from the disposal program filed with 
the Congress on January 24, 1955, which would proceed as if no new 
legislation had been passed. In other words, both the Government 
and the recommended purchasers would be governed by the contracts 
of sale heretofore executed and by the act as it existed at the time 
of their execution. 

Senator Busa. Mr. Chairman, can we pause there just a moment, if 
Mr. Pettibone would permit? That is a very important statement— 


* * * which would proceed as if no new legislation had been passed. 


In other words, you don’t think the passage of the Daniel bill 
would in any way affect the proceedings as recommended by your 
report ? 

Mr. Perrmone. Senator Bush, that has been an exceedingly per- 
plexing problem. We have had to approach it with the thought that 
those who made bids and signed contracts did that in reliance on this 
law; that the law itself is therefore a part of the contract. The extent 
to which that law can be changed and still leave the contract buyer 
with the obligation that he had before is something which we respect- 
fully pass over to you gentlemen to decide. 

Senator Bricker. Mr. Pettibone, did you have any conferences or 
negotiations with the local group who appeared here this morning, 
seemingly willing to buy this plant and operate it, during your 
negotiations in the general sale ? 

Mr. Perrisonr. Not until the last week or so. Then the gentlemen 
who were here this morning appeared and made an appointment to 
see us tomorrow. . 

(Samer Bricker. That was after announcement of your overall 
plan? 

Mr. Perrrpone. Yes. 

Senator CareHart. Who bid on Baytown? 

Mr. Petrizone. General Tire & Rubber. 

Senator Capenarr. And you turned it down because it wasn’t a 
sufficient amount ? 

Mr. Perripong, Yes, sir. 

Senator Carenart. That is the only reason ? 

Mr. Perripone. Yes, sir. 

Senator Carenart. They just didn’t offer you what it was worth? 

Mr. Perrione. Exactly; no other reason. 

Senator Carenart. Do you think it would have any effect upon the 
price—did the other bidders know that the Baytown plant was not 
going to be sold ? 

Mr. Perrizone. They did not until the end, any more than we did. 
We thought it was going to be sold to General. 
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Senator Capenartr. They did not know it; therefore, the price and 
terms they submitted to you had no relationship to the fact that it 
did not sell ? 

Mr. Perripone. So far as we know. At least, we did not tell any of 
the bidders what the other bidders had bid. 

Senator CapeHart. They had every reason to believe that the Bay- 
town plant would be sold ? 

Mr. Perrinone. No, because we had named a price and told them we 
would not sell at the price they offered. 

Senator CapenartT. All the other bidders, or just General ? 

Mr. Perripone. No, just General. 

Senator Capenart. That is what I mean. The successful bidders 
had no reason to know that the Baytown plant would not be sold ? 

Mr. Perripone. Until the last week or two, when it appeared un- 
certain that General would go through with it. 

Senator Carrnarr. That was after they had submitted their prices 
and their terms, was it not? 

Mr. Perripone, Yes, sir, that is right. 

Senator Carenarr. There was no change in prices or terms by any 
of them when they did discover that the Baytow n plant would not be 
sold ? 

Mr. Perrinone. We made every effort to see if we could interest 
every other eligible bidder. You ‘will realize that. from May 27 on, 
no one could bid on this plant or buy it with the exception of someone 
who had bid before May 27. No one else was eligible to bid. We did, 
in the last few days or week or two, pass the word to some of them, 
and each day we signed a contract prior to November 27 we gave to 
the press a notice of the contract signed and the plant and the name 
of the buyer. We did not give the price. That was done with the 
hope of suggesting to people that those plants as to which we had made 
no announcement had not been sold. 

Senator Carenart. How many plants did you fail to sell? 

Mr. Perrione. We failed to sell the Institute plant at Charleston, 
W. Va., for which we never had a bid. That is in standby now. We 
failed to sell the alcohol butadiene plant at Louisville, but there is a 
lease pending for that one as a separate provision, and if that goes 
through we will be before you later submitting that lease in harmony 
with the provisions of the law. That would leave only two plants, 
Institute and Baytown, not sold. 

Senator Capernartr. One in West Virginia and the other in Bay- 
town ¢ 

Mr. Perrisone. That is right. 

Senator Capenart. Otherwise, you sold all of them? 

Mr. Perrone. That is right. 

Shall I proceed, Mr. Chairman ? 

Senator Bricker. Just one more question, and I direct this to both 
you and Senator Daniel. It seems to me about the only way these 
contracts could be held binding upon the parties if we should “amend 
the original act would be by waiver, wouldn’t it, of all purchasing 
companies ¢ 

Senator Danret. Would be by waiver? 

Senator Bricker. On the part of all purchasing companies, because 
they have contracts, and the contracts state if all the plants are not 
sold, they shall be put in standby condition. 
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Senator Danre.. Senator, I would not interpret that part of the 
consideration for purchase of a plant by any bidder was the fact that 
any plants not sold would be put out of operation for a 3-year period. 
Senator Bricker. Except it was in the law and the intent of Con- 
ress. 

Senator Danret. Yes, sir; but the purchasers would not know but 
what some of these bids would be turned down by Congress itself 
under the law. 

Senator Bricker. But as soon as the bids are announced and a 
part of the plants not sold at an acceptable figure, then their rights 
become fixed, do they not, in relation to their Government ‘ 

Senator Dante... Yes, that is true as to the plant that they bid on. 

Senator Bricker. That is the question; that is what | asked. 

Senator Danieu. Now, they did not bid on this plant, and we cer- 
tainly passed a very unwise piece of legislation, it seems to me, anda 
piece of legislation which would allow a monopoly certainly to exist, if 
part of that legislation meant that these bidders’ consideration for 
their purchase was the assurance that any other plant not bought by 
them or someone else would be shut down for 3 years, 

Senator Bricker. It seems to me that assurance was given in the 
law. Some of the members of the committee objected to it at the time 
and pointed to the unwise features of this bill, and this is one of them. 
I was just wondering whether or not we have committed- ourselves. 

Senator Dani. Is it the Senator’s feeling that that was the intent 
of the Congress ? 

Senator Bricker. I thought it was then, and I am afraid it is now. 

Senator Dantex. Well, I regret hearing the Senator, a distin- 
guished lawyer, say that because I thought the objection was really of 
very little consequence. 

Senator CareHart. I doubt if that was the intention of the Con- 
gress. 

Senator Bricker. You have to decide the intention. 

Senator Carenart. It was the intention of the Congress that they 
would be put in mothballs for 3 years, but never the intention of Con- 
gress that even though the Congress might decide to change the law 
and offer these mothball plants for sale it would in any way affect 
the previous purchasers. I am sure of that. I would hate to think 
that any purchaser was trying to maneuver us into a position now 
when he did know that all along, because, had that been the case, it 
seems to me as if they were not dealing in good faith. 

Senator Frear. I suggest, however, that with Mr. Pettibone on the 
witness stand at the moment, who is probably going to rely on the 
Congress for an interpretation of the law or any changes in it, we 
might better do this in executive session after we have had the testi- 
mony. I do not want to deprive anybody of the privilege of asking 
questions, but I feel that would be the better procedure. 

Senator Carenart. Let me make this statement: I am hopeful that 
the successful purchasers, together with Phillips which is making an 
objection here, will file with this committee their permission giving 
Congress the right, or giving the Disposal Commission the right, to 
sell this one plant. I say that in the best interests of all of them and 
the best interests of private industry, and I think the quicker they 
do it the better off we all will be. 
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Senator Frear. May I say to the Senator we have given them an 
opportunity to object, and we have not received an objection. 

Senator Capenart. I am hoping they will do it in a positive way 
rather than a negative way. 

Senator Bricker. There was an objection filed with the Commis- 
sion by Phillips, a copy of which you have later in the statement. 

I would like to ask general counsel for the Commission what he 
thinks of the question I proposed a while ago. Who is the general 
counsel ? 

Mr. Perrinone. Our general counsel is Mr. Harold Sheehan who is 
back there in a wheelchair, sir, because he broke his knee. His associ- 
ate, Mr. Wainger, is here. 

Senator Bricker. Mr. Wainger, have you considered this question ¢ 

Mr. Warncer. We were recently made aware, Senator, as we polled 
these people, and even before then, that this objection might be raised. 
We did consider it. We have no answer to it as a legal matter, sir. 
We recognize that it is a point a lawyer could raise; that is, a legal 
question. I know of no decision on it, but I have not researched the 
matter thoroughly. 

Senator Bricker. It is a general principle of contracts. If waivers 
were given, you would have no question then about the legality of 
the sale. 

Mr. Watncer. It seems to me that would cure it, sir. 

Senator Bricker. Thank you very much. 

Senator Carenart. Let me say this: There was no way that these 
sucessful bidders could know that Baytown was not going to be sold, 
and they entered into it knowing that they would not know whether 
it was or was not going to be sold: Therefore, they certainly couldn't 
get any damages. They couldn’t prove any damages. 

Mr. Pettreonr. I think the Senator 

Senator CarpeHart. I am not a lawyer, but it seems to me they 
couldn’t possibly prove any damages. Let me say this to you, that 
if they did know it was not going to be sold, there must have been 
some leaks within the Commission or someplace, because they were 
not supposed to have that information. 

Mr. Perrmpone. May I resume the reading? First, may I say this, 
not on the legal point, but to reemphasize that in only 1 copolymer 
plant of the 13 do we have more than one bid. How do you go about 
getting a higher bid when you have only one bid? This provision of 
the law, the threat of standby, was one of the most important nego- 
tiating tools that this Commission had, sir, because we made it very 
plain, as late as mid-November, in a public address to the rubber 
manufacturers in New York City, that this Commission would not 
hesitate to act under that provision of the law that required standby 
unless the bids came up, and they came up very substantially at a later 
date, sir. 

Senator Bricker. That is just the reason that it is an important 
part of the contracts of sale. 

Mr. Perrizone. We have approached it, sir, on the basis that that is 
a part of the good faith of the Congress, that nothing would happen 
which would have the Government. operating to compete with these 
buyers. That was basic in their bidding. ey didn’t wish to com- 
pete with the Government. 
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Senator Capenart. I think that is a 100 percent right. We are 
not going to compete with them, and they will go in mothballs, but 
I think the Government ought to have the right during that 3-year 
period, if they get a successful bid, to dispose of any one of these 
properties. 

Let me say I was the author of the law and I followed it through 
the Senate. The idea was, and what we were saying to these people 
was, that the Government would not compete with them for 3 years. 
We did not say that private industry could not purchase any of the 
plants that were put in mothballs during the 3-year period. We never 
said that and that was never the intention. The intention was that the 
Government would not compete with them. But we certainly re- 
served the right—at least I did in my own mind—that during that 
3-year period, if private industry came along and wanted to buy 
one of these plants that was put in mothballs, we would have the 
right to sell it. It never entered my mind at any time that we were 
keeping from ourselves the right of selling Government property, 
because I wasn’t going to enter into any monopoly such as that, or 
restraint of trade. 

Senator Frear. Mr. Pettibone and Senator Capehart, I think the 
staff has made a pretty thorough study and check on that, and it 
might be well for your information at this time, without objection, 
to fave Mr. McKenna briefly recite it. 

Mr. McKewna. I think, sir, I should say that at the request of the 
chairman we did check into this problem of what effect it might have 
on the other potential bidders that were awarded the contracts for 
sale of the plants on a tentative basis. It is true that the law itself 
stated that upon termination of the transfer period, any plant not 
sold would have to be taken out. and put into standby for 3 years and 
not operated as a rubber-producing facility by the Government, except 
pursuant to a further act of Congress; that at the same time there 
should be no facility other than the alcohol butadiene facilities leased 
for operation; and in addition to that, that no such facilities placed 
in standby should be disposed of by sale within a period of 3 years 
from the termination of the transfer period. 

Now, that latter one is what is causing the difficulty primarily from 
a legal standpoint, particularly in this particular instance, and it 
seems to be it was true at the time that people bidding on these plants, 
not. knowing what other people were ieddine for them, were doing 
it in the light of that provision in the law that any plant not success- 
fully sold at the end of the period for congressional review, which is 
also outlined in detail in this law, would be placed in standby for a 
3-year period. 

However, from that you go to the legal problem of whether that 
constituted an essential part of the contract with the prospective 
purchasers. You will recall, Senator, we have another provision 
that in the event Congress rejected the sale of any one, all the other 
prospective purchasers have an option to withdraw from their re- 
spective bids. That, unfortunately, does not settle this because here 
we are considering a plant which was not sold, and now the problem 
is whether that jeopardizes the rights and operating abilities of the 
other potential purchasers. 

I think as much as there is in the legislative history of this act 
tends to show that the purpose of requiring they be put in standby 
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and not operated is so that other purchasers would be assured there 
would be no fire sale of the facilities within that 3-year period; in 
other words, no sale by the Government at a nominal price which 
would give the purchaser an inordinate advantage over the other 
people who paid full, fair price for their facilities. 

With that statement, I am afraid there isn’t anything settled, be- 
cause you have a very knotty legal problem, and it seems ;to me at the 

same time all we can do is consider the protests. After conferring 
with the chairman of the subcommittee, it was his decision we ought to 
make a general statement, which he did on the floor of the Senate, 
February 28th, to the effect that anybody having objections to this bill 
make them known to the committee. To this date, there has been no 
objection made known, except that by Mr. Pettibone, and I don’t think 
that is a question as to the Ki itself ; that is an objection raising a ques- 
tion of policy. 

Senator Capenart. That is why I said I hope the successful bidders 
will come in with positive action in this matter, 

Mr. Perrisone. May I say one word to add to what Mr. McKenna 

said, with respect to the other provision of the law with which you are 
not concerned in S. 691: What happens in the event of a veto of any 

sale? In that case, every contract buyer has an option for 30 days, to 
elect whether he will be bound by his contract or whether he will not be. 
It is not only the legal point, but so many of these plants must operate 
in tandem, and the value of one plant must depend on the value of its 
adjacent plant. So the tandem situation is vital, and that situation is 
what Congress had in mind in giving the withdrawal right, if there is 
a veto of any contract a pur chaser has 30 d: ays to decide if he wants to go 
ahead. 

So in this case, that veto not being involved, we were perplexed with 
the very problem you have, and if I may be permitted to finish this 
letter, it will show you what we did with respect to trying to develop 
some further information, although we did it at the suggestion of an- 
other Government agency. It was not our thought. 

Shall I proceed ¢ 

Senator Carenart. Let me say this, that we may have adopted some 

very unfortunate words or choice of words in this matter, but I still 
want to say that the intention was that if the Disposal Commission 
did not sell capacity up to 500,000 tons, you could not even bring the 
program before the Congress, but if you did sell up to 500,000 tons, ‘then 
you could present the program and the balance of the plants would g 
into mothballs for 3 years. And the purpose behind it was so that the 
Government would not take those plants that were not sold and operate 
them in competition with private industry. That was the only pur- 
pose behind it, and that was the reason for it. 

Mr. Perrisone. Our sales cover 689,000 long tons. 

Senator Carenarr. It was never intended in my mind that if some 
private enterprises wished to buy them later and pay a fair price for 
them, they couldn’t buy them, but the idea was to keep the Government 
from producing simultaneously with private industry. In other 
words, we did not want private industry producing or operating only 
part of the plants and the Government competing with them by operat- 
ing and owning the others. That was the purpose behind it. 

Senator Frear. You may proceed. 
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Mr. Perrisone. I hope we make it clear, Mr. Chairman, as we pre- 
sent this, that the Commission is not taking a position in opposition to 
this amendment. We are trying to explain the pertinent questions 
that have occurred to us. 

Shall I proceed ? 

Senator Busu. Mr. Chairman, I do not want to delay the Commis- 
sioner, but I would like to ask one more question on this: Is it practical 
from the standpoint of time and otherwise for you to get a waiver from 
all the bidders who have made bids on these different plants, a waiver 
which would indicate that their bid stands good whether or not the 
Baytown plant is sold? Is that a practical suggestion / 

Mr. Perripone. As outlined in this letter, Senator Bush, we polled 
only the copolymer and butyl bidders, not all the bidders. 

Senator Busu. Would that be sufficient in your judgment ? 

Mr. Perrmonr. I am afraid I would have to defer to the legal 
authorities on that. I would not be able to answer that question. 

As developed in the rest of this letter, at the suggestion of the 
Budget Bureau, we polled those buyers, all the buyers of copolymer 
and butyl plants. 

Senator Busxu. I will withdraw the question temporarily so he 
can proceed with his statement, Mr. Chairman. 

Mr. Perrisone. With the exception of the Firestone Tire & Rubber 
Co., Phillips ¢ ‘hemical Co. ., and Copolymer Corp., all stated that they 
would not object to passage of this bill. This is all telephone con- 

versation. We did this in the last few days. They stated that they 
would not object to passage of this bill, it being understood that the 
additional legislation would be confined to the Baytown plant only 
and would in no way cut across the overall disposal program pending 
before the Congress. 

I mean, in putting the question, we made it clear that the question 
was predicated on that assumption. 

Firestone, through Mr. J. E. Trainer, its executive vice president, 

said in substance that it had no objection to the passage of the Bay- 

town bill, provided that the time schedule for the other disposal be 
unaffected—he means the disposal of the other facilities—and pro- 
vided further that any giveaway implications be absent in any sale 
of the Baytown plant. That is an interesting comment to come from 
abusinessman. We had heard that from other sources. 

Mr. R. W. Thomas, Phillips’ vice president, spoke for Phillips as 
follows—and this was dictated over the telephone: 

In response to your question, Phillips believes that the Rubber Producing 
Facilities Disposal Commission complied fully with the criteria for disposal, 
including the setting up of a fair basis for a competitive synthetic-rubber indus- 
try. The sale of the Baytown plant now would violate the express provisions 
of the Disposal Act requiring that any unsold plant be shut down for 3 years. 
All of the present purchasers might be released from purchase commitments 
if the Baytown plant is not shut down. Every prospective purchaser in posses- 
sion of the facts disclosed in the Commission’s report would have an advantage 
which was carefully kept from the purchasers under the present act. Further- 
more, these parties had many months, the same as all others, including the 
bidders, in which to have submitted bids had they desired to do so. Having not 
availed themselves of their opportunities, they must believe that they will gain 


some special competitive advantage by now attempting to bid after the closing 
of bids. 


In view of these and other considerations, we think adoption of the proposed 
law would be unwise, unfair, and improper. We do not plan to testify against 
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this Baytown plant disposal bill, but we are glad to express our viewpoint to 
the Commission. 

The Copolymer Corp., which is a company made up of seven differ- 
ent corporations, advised that it had not had enough time or knowl- 
edge of the subject, or opportunity to think it through so as to take 
anything other than a neutral position, but stressed that its refer- 
ence to a neutral position was not to be inferred as opposition to the 
bill. 

The Commission has been advised by the Bureau of the Budget that 
there is no objection to the submission of this report to your committee. 

Senator Busu. I think that leaves us a little bit up in the air, Mr. 
Chairman. 

Senator Frear. Mr. Pettibone, during your consideration of this 
Baytown proposition, did you offer Baytown to any of the other 
successful bidders, other eligible bidders? 

Mr. Perrone. In the closing days we brought it to the attention 
of several of the bidders, As we were following the day-by-day step 
of announcing the contract sales, this one was notably absent. 

Senator Frear. Now, General knew that, did they not? 

Mr. Perrinone. Yes; they did. 

Senator Carpgrnart. Did General buy any of the other plants? 

Mr. Perripone. No, sir; they didn’t bid on any of them. 

Senator Cargenart. They did bid on this and you thought this bid 
was too low? 

Mr. Perripone. Yes, sir. 

Senator Busu. Mr. Chairman, may I ask the Commissioner this 
qustion: Would it be possible to meet this situation by having this 
S. 691 bill become effective only after the consummation of these 
other contracts which you have negotiated, so as not to raise any 
possible question, legal question, before the consummation of these 
contracts with the other 28 plants? 

Mr. Perrtronr. From our viewpoint, as a matter of administration 
that would be possible and have some advantages. There may be 
a difficulty in this which we have not yet heard about from’ some 
buyer. The other purchasers of the plants have been very anxious 
from the first to have the transfers as nearly as possible at the same 
time so that they all start off their operations on a competitive basis. 
The Commission has already arranged with the buyers a schedule for 
transfers beginning April 21 and ending April 29. Every plant has 
been scheduled. The Papers have been sent out—the usual closing 
paper—by the lawyers. ‘The attorneys for the buyers have gone over 
them; our local counsel have gone over them; and there has been 
some intimation to us from Mr. Henderson, who spoke here this 
morning—and this may not be his final conclusion—that he was 
hopeful that it could be worked out so that they might get into pos- 
session of the Baytown plant at about the same time as the other 
plants. He will, of course, state his own view. I do not know that 
that was his final view, but I do know it is a matter of great import- 
ance to these buyers to close promptly. 

A good many of them have borrowed substantial sums of mone 
and they want to know exactly when they are going to have to pay it 
out, and it is for that reason we have made all of this schedule, of 
course, on the assumption there was no veto. 
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But to get the mechanics of its organized is a very complicated 
process. To turn over these going businesses in the middle of the 
night and have the buyer step in and take over all the processes of a 
continuing manufacturing operation is fraught with difficulties. 

So, in response to your question, Senator Bush, I could not say 
how important it would be to them. But it is important on the time 
element. We would like to proceed to conclude the sales we have 
negotiated ; that would be fine. But, on the other hand, we say, in 
this memorandum, if the policy here is to open this one up and you 
want us to proceed, we are prepared to go ahead. 

Senator Frear. I think that you are to be complimented on what 
you gentlemen have done, and the manner in which you have done it, 
even though there may be objections. 

Mr. Pertmone. Thank you. 

Senator Frear. I would like you, however, Mr. Pettibone, if you 
would, to supply for the record at your convenience the contacts that 
were made by you or the Commission regarding the Baytown plant. 
Mr. Perrmone. I will do that. 

(The following was received in response to the above:) 


RUBBER PRODUCING FAcILITIES DISPOSAL COMMISSION, 
WASHINGTON 25, D. C., March 10, 1955. 
Senator J. ALLEN FREAR, Jr., 
United States Senate Committee on Banking and Currency, 
Subcommittee on Production and Stabilization, 
Washington 25, D. C. 

Dear SENATOR FREAR: At the hearing before your subcommittee on March 8, 
1955, concerning the report of this Commission and S. 691, you requested that we 
submit for the record a statement of the contacts made by the Commission regard- 
ing the copolymer plant at Baytown, Tex. 

On. December 27, 1954, the Commission attempted to interest Dr. Oakes, presi- 
dent of Midland Rubber Co., in the purchase of the Baytown facility. At that 
time we discussed with him the earning power valuations on that plant, made 
for us by the industrial engineers whom we had retained. We had done this 
for no other bidder on any other plant. He told us that he was not interested 
in purchasing Baytown. 

Because of the paucity of eligible bidders on copolymer plants compared with 
the number of such plants available for sale, we made no other such formal 
attempt. However, during the course of negotiations we had at times men- 
tioned to other bidders on copolymer plants that they might be interested in 
looking into the purchase of the plant at Baytown. 

Very truly yours, 
EUGENE HOLLAND, 
Executive Director. 

Senator Frear. Are there further questions? 

Senator Dovetas. Are we through with the Baytown matter now? 

Senator CaprHart. Temporarily we are. I am hopeful we will 
get these positive statements from the successful buyers within 24 
hours. 

Senator Frear. I think Senator Bush still has a Baytown question 
here. Do you want to wait until after that ? 

Senator Doucias. Yes. 

Senator Busn. Is the committee instructing the Commission to get 
waivers? How is this matter being left? 

Senator Frear. The chairman has not issued anything either on his 
own behalf or on behalf of the subcommittee to the Commission 
regarding waivers. 
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Senator Busn. Well, it seems to me that if the Commission is not 
successful in getting waivers, we ought to ask the Texas Senators to 
modify their bill or delay it in such a w ay that this whole business 

can go through and be disposed of, with the assurance by the com- 
mittee that we will go ahead and get behind that bill immedi: ately 
following the consummation of the de: ul. 

Senator Frear. May I state to the Senator that I would like, follow- 
ing the hearings this morning, a short executive session in which the 
chairman would like to propose a question to the members of the sub- 
committee regarding the issuance of a statement. I hesitate to do it 
in the light of the testimony that has been given this morning in open 
session, but it can be made open. 

Senator Douglas. 

Senator Dovetas. I would like to ask my distinguished fellow- 
townsman, Mr. Pettibone, a few questions on general policy, if I may. 

Mr. Perriponr. Yes, sir. 

Senator Dovetas. From the profit-and-loss statement which you 
submitted, the profits for the fiscal year 1953-54 were shown to be 
approximately 60 millions. 

Mr. Perrone. Yes, sir. 

Senator Dovenas. For the fiscal year 1954-55, approximately $41 
millions. 

Mr. Perrinone. To date. That isn’t for the full period. If course, 
there will be some more added to it at the transfer date. 

Senator Dove.as. I thought that was to the last 

Mr. Perripone. I think that is to the transfer date. 

Senator Dovetas. What have been the profits from the Ist of July 
to the ist of January, the half-year? Is Mr. Robbins here? Perhaps 
he could tell us. 

Senator CapeHart. Would the Senator yield? Is that going to 
be income after taxes? The Government pays no taxes. 

Senator Doveras. I am talking about the Government operation. 

Senator Capenart. When you are talking about $60 million for 
private enterprise, you have about half of it. 

Senator Doveas. I am not speaking of tax structure: depreciation. 

Mr. Perripone. Our estimate was for 10 months, I believe. 

Senator Doveias. What 10 months? 

Mr. Perrirsone. For the 10 months beginning June 30. Mr. Rob- 
binsishere. Hecan tell that better than I. 

Mr. Rorprns. Senator, I have with me Mr. Kelly, who is Director 
of the Office of Synthetic Rubber, and members of his staff, and I 
would like to have him answer your question. 

Senator Frear. Would you like to have him come up? 

Senator Dove.as. I think I can hear him back there. 





STATEMENT OF E. DORRANCE KELLY, DIRECTOR, OFFICE OF SYN- 
THETIC RUBBER, FEDERAL FACILITIES CORPORATION 


Mr. Keuty. I believe you asked about the net profit position for the 
first 6 months of the fiscal year. It was $23,121,000. 

Senator Doveras. Or at the rate of over $46 million per year? 

Mr. Ketiy. That is correct. 

Senator Doveras. This is after depreciation, as I understand it. 

Mr. Ketty. Yes, sir. 
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Senator Doveias. When we were taking testimony on the original 
bill, the men who were then handling synthetic-rubber plants for 
RFC testified—Mr. Frazer testified—that the depreciation allowance 
had kept the plants in extremely good physical condition. Is that 
true? 

Mr. Ketty. Correct. 

Senator Dovetas. The plants are in good physical condition ? 

Mr. Ketiy. Yes, sir. 

Senator Doveias. And perhaps the depreciation allowance had been 
overliberal as far as the physical wastage of the plants was concerned / 

Mr. Ketiy. Correct. 

Senator Dovetas. Thank you very much. 

Perhaps I should ask this further question of Mr. Robbins rather 
than of the Disposal Commission. The rubber has been sold, synthetic 
rubber has been sold, at the price of 23 centsa pound ? 

Mr. Ketty. Yes, sir; correct. 

Senator Doveras. Is my arithmetic correct that this indicates a 
profit of approximately 3 3 to 314 cents per pound of synthetic rubber? 

Mr. Ketxiy. That is correct, or approximately 15 to 16 percent on 
gross sales. 

Senator Doveias. That is an average cost. So that the average 
production costs have ranged between 1914 and 20 cents per pound, 


and the 23-cent price has netted from 3 to 3 314 cents per pound profit 
after depreciation ? 


Mr. Ketriy. That is essentially correct. 

Senator Dovetas. Thank you very much. 

Now, the price of natural rubber at the present time is approxi- 
mately 35 cents? 

Mr. Ketry. It was 305g cents for No. 1 rib smoked sheet, spot New 
York market yesterday. 

Senator Dovetas. Or close to 36? 

Mr. Ketriy. No, 305% cents. 

Senator Dove as. That ; is 30.8? 

Mr. Ketry. No, 305, cents. 

Senator Doveras. Or a little over 714 cents more than the price 
for synthetic rubber ? 

Mr. Ketty. Yes, sir. 

Senator Doveras. Perhaps I should address this question now to 
Mr. Pettibone. Suppose these plants are sold and the companies which 
have purchased the plants raise the price of synthetic to 28 cents, 
which would still be underneath the 3014 cents, ‘but netting an addi- 

tional 5 cents per pound in profits. This would give a profit of 8 to 
814 cents per pound, and again, if my figures are correct, roughly an 
annual profit of around $100 million a year. 


Is that not true? This is all mental arithmetic on my part, with a 
margin for error. 


STATEMENT OF HOLMAN T. PETTIBONE, CHAIRMAN, RUBBER 
PRODUCING FACILITIES DISPOSAL COMMISSION—Resumed 


Mr. Petrisone. Senator Douglas, our knowledge in the Commission 
of the economics of the world situation in rubber is very superficial in 
contrast to that of some witnesses that I understand you are going 
to hear later. They have spent their lives at it, and I would be merely 
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a parrot trying to repeat to you some of the things we picked up from 
them. I note in your schedule that several of them are going to testify. 
So may I be so bold as to say if I were to try to do anything now 
it would be just repeating what these gentlemen have told us and 
what we have learned by checking with some others. We do have 
some information as to what they presently are doing in the way of 
offering contracts. These contracts begin as soon as they come into 
production and run for some period of time. 

We have statements from them which they have sent along to us 
stating that they have been out in the market soliciting buyers to 
buy the product, GR-S, at a price that is approximately the same 
as the present Government price. 

Senator Doveias. How long do they guarantee to operate at those 
prices ? 

Mr. Perriponr. I haven’t heard of anything that went beyond a 
year’s contract, and even those may have some escalator provisions 
related to changing basic economic conditions. But at least they have 
been out actively in the field soliciting contracts. That is particularly 
true of Phillips and Shell, who have no captive market in the sense 
that neither one is a rubber fabricator. 

Senator Doveias. But if the price of the synthetic were raised—I 
am not going into the question of whether it will be, but if it were 
raised to 28 cents a pound, which would still be 214 cents under the 
present price for raw rubber, that would net around $100 million a 
year, would it not? 

Mr. Perrone. Well, we in presenting this 

Senator Capenart. Of course, they will pay about $52 million in 
taxes and that brings it down. 

Senator Doveras. After depreciation and before taxes; that is 
right. 

Mr. Perrrsone. In a somewhat jocular vein, Senator, we observed 
if the price went from 23 to 25 cents, the plants might be worth $50 
million more, but it might go from 28 to 21, and at that point the 
Commission wished to sign off. 

Senator Doveras. Did you get a promise from the companies as to 
the period of time during which they would not raise the price of 
synthetic ? 

Mr. Perrrsone. No, sir. We made no effort at all in that direction. 

Senator Doveras. Did you make any effort to determine whether or 
not in the past these gentlemen knew each other when they met on the 
street in determining whether or not they would fix prices? Were 
they acquainted with each other? 

Mr. Pertrsone. They didn’t take us into their confidence in that 
matter, Senator. 

Senator Doveras. Did you go into the court records on this matter 
to determine whether or not there had been price agreements between 
the companies in the past ? 

Mr. Perrrsonge. Something was brought to our attention, I think 
related to a consent decree somewhere along the line involving some 
of the companies. 

Senator Dovertas. Mr. Chairman, may I say that at my request the 
Department of Justice submitted for the record when the original bill 
was np summaries of 11 antitrust suits concerning rubber brought by 
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the Department in the past 20 years, and in certain of these cases 
the plea was made of nolo contendere. 

I have here the full text of these hearings, pages 43 to 46. In 
certain cases the plea of nolo contendere was made, which I take it is 
not a confession of guilt or taking the economic fifth amendment, but 
is a statement that there is no defense, no defense is made. 

In view of the fact that these companies apparently in the past have 
entered into price agreements, is there not the possibility that they 
may enter into price agreements in the future, and that with the 
umbrella held over them by the price of natural rubber that the price 
of synthetic would g up? 

Mr. Perrizone. Senator, there could easily be a difference of opin- 
ion, but it is our considered view—and we can give considerable detail 
to support it—that the program we have set up introduces elements 
of competition that are new, that were not involved in those earlier 
cases and that with the growth of the industry which we anticipate 
the present. facilities will probably not be adequate but there will 
probably be more facilities needed. It looks as though it is going to 
be a very profitable business. I think that is why these buyers paid 
so much money for them. 

Senator Frear. Isn’t it true that that shows that the Justice Depart- 
ment is watching and challenging these price structures and opera- 
tions under the antitrust law? Is there any reason to believe they 
wouldn’t continue to do so? 

Mr. Petrreone. It is reflected in the insistence of some of these 
gentlemen in negotiating with us alone. It would indicate they had 
been warned they had better deal with us individually, sir, and that 
is the way it was handled. 

In connection with the natural-rubber prices, I wonder if Senator 
Douglas has in mind that a good part of the time that we were at 
work in this natural rubber was selling below 20 cents, that in mid- 
summer last year the operating agency came to us almost with tears 
in their eyes to say that it looked as though they would have to shut 
down some more plants right on the eve “of our negotiations to sell 
those very plants. That didn’t seem to be a happy circumstance. 
So the rubber market over a period has been all over, I think, from a 
few cents a pound to a few dollars a pound for natural rubber, and 
the stabilizing effect of this synthetic has been a world factor in the 
price of rubber. What caused this sudden spurt all at once is beyond 
my understanding. I don’t know. 

Senator Carenart. You mean the sudden spurt of the raw-rubber 
prices? 

Mr. Petrripone. Price of natural rubber; yes, sir. 

Senator Carenart. Now, Mr. Pettibone, isn’t it a fact that these 
companies which are purchasing these facilities are in competition 
with each other ? 

Mr. Perrimone. It is my belief they are, sir, and also I think the 
new factors that we have set up in this proceeding are just bound to 
produce the keenest kind of competition. 

Senator Caprnart. Isn’t it also a fact that once these facilities are 
delivered to them, that then they, as they do now, being in the rubber 
business, come within the purview of the antitrust law ? 
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Mr. Perripone. In considering the details of the values of these 
properties, Senator Capehart, we noted with interest the estimates 
being made. 

Senator Capenart. Please answer my question. Isn’t it a fact that 
they come within the pat of the antitrust law? 

Mr. Perrmonr. Oh, I am not—— 

Senator Carenarr. Disposing of these plants to them does not 
change the antitrust law? 

Mr. Perripone. I wouldn't suppose, sir, it does at all. 

Senator Carenarr. And if they violate the antitrust laws in the 
future, they can be prosecuted and should? 

Mr. Perrtponr. I suppose that is just the way it should happen. 

Senator Capenartr. And if they are not prosecuted, the thing that 
happens that Senator Douglas is fearful of is because the Attorney 
General of the United States is not doing his duty, correct ? 

Senator Doveias. May I say to my good friend from Indiana he 
should be perfectly aware that the enforcement of the antitrust laws 
has been very weak and that the penalties are very small. Generally 
what happens is a nominal fine which the companies can certi ainly 
meet or which the individuals can meet. It constitutes no real deter- 
rent and, therefore, to depend on the antitrust laws is a very frail 
reed indeed. 

Senator Carenarr. Well, Congress has the right to change the 
antitrust laws and make them more effective if they want to, and 
both the Senator and myself have a right to introduce legislation to 
that end. 

Senator Doveras. I hope for the possible conversion of my friend 
from Indiana. 

Senator Capenart. We have a right to do that, and in view of the 
fact that we haven’t done it, I don’t know why we are blaming the 
industry if Congress fails to write sufficient antitrust laws to cover 
the subject and if the Attorney General fails to enforce them. 

Senator Frear. Gentlemen, I must remind you this is not a hearing 
on antitrust laws, although I do think it is somewhat pertinent, 
Senator Douglas. In the Attorney General’s letter to Mr. Pettibone, 
I believe he says that on the basis of the information furnished by 
the Commission he does not view the proposed dispositions as being 
in violation of the antitrust laws, but he goes on to say, however : 
I express no opinion concerning the legality of : any programs or activi- 
ties in which the proposed purchasers may engage in the utilization 
of these properties. 

In other words, he is committing himself to the proposed sales but 
not to future operations. 

Senator Doveras. Well, I think that is a perfectly canny and 
proper position for Mr. Pettibone to take. I congratulate him on 
taking it, but it imposes a further responsibility on us, Mr. Chairman. 

Senator Frear. I think that was the Attorney General's position. 

Senator Carenart. Well, it is the responsibility of the Coheens 


to pass good antitrust laws and the responsibility of the Attor ney 
General to enforce them. If they are not sufficient to eliminate sharp 
practices, we ought to change the law; and if the Attorney General 
isn’t prosecuting, then we ought to get a new Attorney General. We 
ought not to blame industry and we ought not to hold up approval 
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of these sales on the basis that there may be violations of the antitrust 
laws in the future because if there are violations, then there are ample 
facilities for taking care of them. 

Senator Frear. Senator Douglas. 

Senator Doveias. May I ask Mr. Pettibone another question: 

Mr. Pettibone, I was not surprised but I was somewhat concerned 
about the fact that in the case of the copolymer plants with one 
exc eption, I believe, there was only one bidder for each plant. 

Mr. Perrrsone. That is correct. 

Senator Dovetas. Frankly, that was what I expected, but it con- 
cerned me that we did not have competitive bidding. Did it concern 
you? 

Mr. Perrigone. It concerned us mightily, sir, and that is the area 
of our greatest effort to get prices up to the level that we thought was 
appropriate, and in due season we are prepared to show you the be- 
ginning bids and the middle bids and the end bids, and then you can 
decide whether you think we did a good job of horse trading or not. 

Senator Doveras. Well, I am sure you did your best, knowing you 
as I do, but the question is whether your hand would not have been 
strengthened if there had been some competitive bidding for these 
plants. 

Mr. Perrreone. I think that would have been just human nature 
that that would have been true, Senator, but we just inherited the 
situation as it was. 

Senator Doveras. Apparently the companies did not compete 
against each other for these plants. That 1s, they in the main con- 
tented themselves with taking the plants which they already were 
operating under lease. 

Mr. Perrone. I wonder if I could touch on just the human side of 
that, Senator. This commission visited every plant, talked it over 
with the managers and talked to the personnel, and we found in the 
plants whole series of personnel problems. These plants were op- 

rated on a fee basis by the operators who became the buyers. Some 
of their top personnel were on leave of absence from the parent com- 
pany. A great many of them were accumulating seniority rights with 
respect to the plant, and I think that one of the problems that every 
operator faced is what was he going to do with that personnel, and if 
he went into another plant he would merely step into the situation 
where some other operator had that series of problems. 

We spent a great deal of time, sir, looking into the various labor 
situations. Wherever an outsider appeared to show any interest, we 
were very careful to bring it to his attention that he must consider 
the rights of those people in the plant. So, naturally, the operator 
who had the staff which had those rights would be bidding for that 
plant and not bidding for another where he would step into some other 
employer’s problems. 

I mention that just in passing because we didn’t overlook it. We 
gave it careful attention as one of the elements. 

Another would be that the particular operator was thoroughly 

familiar with his own plant and he wasn’t so thoroughly familiar 
with another, although basically the operations, I suppose, are quite 
comparable. But we found quite a bit of difference as we went from 
plant to plant in the operations. 
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Senator Doucias. Well, Mr. Pettibone, please don’t think that I am 
reproving you. I am puzzled by this situation as you apparently are 
puzzled and concerned about it. It is very hard to introduce com- 
petitive bidding in an industry which probably is not very compet- 
itive. 

Mr. Perrimone. And if we had been asked by you, Senator, in mid- 
November whether we had a program or not, we would have told you 
we were very doubtful we had one we would recommend. Subse- 
quently, bids were increased to a point we felt we could recommend, 
and that is what we did, with the exception of one plant at Baytown. 

Senator Doveras. Did you regard it as proper for the committee to 
try to get assurances about the price policy which the buyers intend to 
put into effect ? 

Mr. Perrimmone. You mean for your committee ? 

Senator Dovue.as. Yes. 

Mr. Perripone. I am afraid I could not answer that one, Senator. 

Senator Doveras. Well, we would like your advice. Don’t turn us 
loose before these experts without some word of counsel. 

Mr. Perrimone. Maybe my best answer would be this: We think this 
is going to be a very successful and very competitive industry and that 
there will be basically a continuation of the situation where some 34 to 
40 percent of demand for rubber prefers synthetic rubber with the same 
quantity preference for natural rubber and the inbetween goes wholly 
by price. Sothey not only compete within themselves but fabricators 
will move from one area to another, that is, one type of rubber to an- 
other, dependent on price. 

Senator Doveias. Well, I am not speaking—and I don’t want to 
prolong this. I was not speaking of competition between raw rubber 
and synthetic rubber. I was speaking about competition between the 
basic processes of the rubber. 

We have a duty to the consuming public. We have a duty to the 
small business firms which I believe ‘buy about 40 percent, use about 40 
percent of the basic rubber, whether raw or synthetic, from the 414 big 
companies. 

Mr. Perrisone. We have examined the figures of the extent to which 
purchases were made outside of the top 20 buyers, and as I recall the 
figures, we have provided that rubber will be available from the plants 
as they have been sold in an amount more than double the maximum 
they have bought from the Government plants. 

Senator Doucias. You mean outside the first 20? 

Mr. Perrimone. Yes, sir. There are some 800 fabricators in all, 
and the top 20 take some 70 to 75 percent of the total, but in our con- 
tracts the different buyers have specified either in tons or percentage 
of production what they will make available. In addition we have the 
two major fabricators, Shell and Phillips, who are not rubber fabri- 
cators. All that rubber has to find a market some place. 

Senator Busu. Mr. Chairman, a parliamentary inquiry: What is 
the plan of procedure here? 

Senator Frear. The plan of procedure is if we are going to question 
longer than 12 o’clock, we will have to get permission. We have asked 
for that permission because I understand Senator Sparkman had a few 
questions he wanted toask. I didn’t know how long it would be. So, 
to be safe, we have asked for permission. We had hoped, however, 
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that we could get through with this before we recess, and then, as I 
stated before, I would like to have a short session and ask your opinion 
about 

Senator Busu. Mr. Chairman, is it your plan to run this afternoon ? 

Senator Frear. No, it was not. 

Senator Busu. Will you meet tomorrow ? 

Senator Frear. Yes, we will, at 10 o'clock. 

Senator Busu. Will Mr. Pettibone be available then? 

Senator Frear. We haven’t ascertained that. 

Mr. Perrisone. Our only other interesting engagement is with the 
House Armed Services Committee at 10 o’clock Thursday morning. 
We have none tomorrow. 

Senator Frear. Well, that surely isn’t as interesting as this one. 

I don’t know whether Senator Douglas—— 

Senator SpARKMAN. I don’t care to ask any questions at this time. 
In fact, I have been away during the hearings. 

Senator Frear. I think we can complete this. 

Senator SPARKMAN. I can read the transcript in the morning and 
then do some questioning tomorrow. 

Senator Dove.as. I don’t want to delay proceedings. 

Senator Frear. We will hold them as long as you like, Senator. 
We think you should have the opportunity to ask questions. 

Senator Dovexas. I would like to request the Commission to submit 
detailed data on the beginning bids, middle bids and the end bids on 
the various plants which Mr. Pettibone mentioned earlier in his 
testimony. 

Mr. Perripone. Yes, we are prepared to supply as complete data 
as you want. 

Senator Frear. Did you say for the record, sir? 

Senator DoueLas. Yes. 

Mr. Perripone. Yes. 

(The following was submitted in response to the above:) 





RUBBER PRODUCING FACILITIES DISPOSAL COMMISSION, 
WASHINGTON 25, D. C., March 14, 1955. 
Hon. J. ALLEN FREAR, Jr., 
United States Senate Committee on Banking and Currency, 
Subcommittee on Production and Stabilization, 
Washington, D. C. 

DeAR SENATOR FREAR: In response to the request of your committee, I herewith 
submit for the record a tabulation of the initial bids, intermediate bids, and final 
bids on each of the plants offered for sale. 

Sincerely yours, 
HorMAN PD. PETTrBone, Chairman. 


DODECYL MERCAPTAN PLANT 
S. Rubber : 





Initial bid__- ~~ afr gio : - 3 $60, 000 

Final bid: 
Fixed contract price Aug. 31, 1954___- : 60, 000 
Approximate net additions to Apr. 30, 1955___-- z 3, 000 
Total Smee eS Rn eve ee Sen Ne a 3 63, 000 
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MISCELLANEOUS EQUIPMENT 





Great Southern: 
Initial bid al rat: jeunes $200, 000 

Final bid Dec. 27, 1954: 

Fixed contract price Aug. 31, 1954 : eli 300, 000 

Approximate net additions to Apr. 30, 1955_____._-_-_--___--- 0 









300, 000 
ALCOHOL BUTADIENE PLANT ( KOBUTA, PA.) 
Koppers : 
Initial bid: 





1st alternate all Government property____------------- 1 
Plus 4 yearly payments on lease of 200,464 each or___-_-__--- 801, 856 
I a a 801, 857 





2d alternate—utilities and common facilities * ith 1, 458, 370 
Plus 4 yearly payments on lease of 200,464 each____-_ bck 801, 856 










2, 260, 226 
2, 260, 22 





3d alternate—one butadiene unit and utilities and common 
facilities * . ; ‘i 608, 370 


Plus 4 yearly payments on lease 200,464 each_- cgtenied 801, 857 











9°07 


Final bid: 
lst alternative December 6__--~~- pel teal ad eee ae 2, 000, 000 
Approximate net additions to Apr. 30, 1955______- icine dion 342, 000 
















2, 342, 000 
BUYTL PLANTS 
Baytown—Humble : 


Initial bid con a i Rae 17, 500, 000 








Final bid: 
Fixed contract price Aug. 31, 1954 een : ..-.. 17,500,000 
Netemditions. to Air, 2 BOK ins bitin nes (R) 20,000 











lds eet ae Steen aisles dabatenbineei . 17,480, 000 












Total 
saton Rouge—Esso: 


Initial bid__ 





15, 274, 000 


Final bid: 
Fixed contract price Aug. 31, 1954 
Net additions to Apr. 30, 1955__- 






‘ ; b -. 14, 857, 000 
were ches 482, 000 


Total 





ite bese Sek Eo 15, 339, 000 














STYRENE PLANT—BIDS ON SINGLE PLANT 





ae a it TI ica ini scisleniecie cil halis atae hl  h es aati 
American Chemical : 
RT a eae 


Final bid: 


Fixed contract price August 31, 1954 13, 500, 000 
Approximate net addition to, April 30, 1955 













EN ne itiaheccncnasa oe ahcmieeitees allie: Addin ane sesoeadsteoeis ata ata anion 13, 538, 000 


a 2d = 3d alternates declared ineligible as they contemplated piecemeal acquisition of 
this facility. 


2 See package bids. 
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Dow Chemical : 
Initial bid 


cideidiicasiiievuiceal acs ete adie int teams ae iaaads 
Final bid (September 28, 1954) : 
Fixed contract price, August 31, 1954_........___________ 18, 000, 000 
Approximate net additions to, April 30, 1955_......_._.___ 38, 000 
cI a i a a 18, 038, 000 
Foster—Grant: 
OS Eee ei he Se, ere 16, 100, 000 
Final bid: 
Fixed contract price, August 31, 1954_...._.._____________ 16, 100, 000 
Approximate net additions to, April 30, 1955_......_______ 38, 000 
I ach ati Sallie A al a ai Ri 16, 138, 000 
Hercules : 
I ricinus paracentesis ance tnebanblah ales depres glee tienen 10, 000, 000 
I I: aS thal 15, 500, 000 


Final bid (December 16, 1954) : 
Fixed contract price, August 31, 1954..........__________ 17, 000, 000 
Approximate net additions to, April 30, 1955 


eee ee. 38, 000 
I a ernivitasitiaticttanin MR ah tii Meet ial la ie eae tk ieee ate 17, 088, 000 

Heyden: 
a 6, 300, 000 


Final bid: 


Fixed contract price, August $1, 1954_._.________-________ 6, 300, 000 
Approximate net additions to, April 30, 1955___._.__________ 38, 000 
TN io iccscinecivinsninecnenenntsekensh tea sthihindlnstisiiantiiiheiahsibiniiesstahdisantsbitbninledabit, 6, 338, 000 
W.R. Grace: 
I eee a 5, 800, 000 
Final bid: 
Fixed contract price, August 31, 1954__--.________________ 5, 800, 000 
Approximate net additions to, April 30, 1955.._._..__._______ 38, 000 
PIII ninsscinennisnimsdipsapipntmaenigenicasphtdedh in ta tae lit kalactible it tala iiiate Siass 5, 838, 000 
Monsanto: 
a a alc nl i in copies 5, 800, 000 
Final bid: 
Fixed contract price, August 31, 1954_..___-._-___________ 5, 800, 000 
Approximate net additions to, April 30, 1955._._...__.________ 38, 000 
a aha cee ati Stns aninaanttannseieiee 5, 838, 000 
Montrose: 
Toten) bh? Secleseve- oC tank CATS. 655 cn cccnd nse. 3, 900, 000 


Final bid (October 5, 1954) : 





a a als coeeieecerenitineh 6, 000, 000 
Approximate net additions to, April 30, 1955._...__.__._______ 38, 000 
Nee ene a ener 6, 038, 000 
National Lead: 

er eee toeteber’ Be S054) sos ee ee ee 4, 000, 000 

Final bid (November 22, 1954) : 
Fixed contract price, August 31, 1954-.____-___-_________ 13, 000, 000 
PILOT CHING, SUN I co hccinte ss erent rmenermremneenss ' 38, 000 





ae. accel an.sooelind teon.ooe-sstesquan ccs nites tenth sesat aban an aoeasthios arterial errescpimrapearas 13, 088, 000 









4? RUBBER FACILITIES DISPOSAL 


* 






a Te (*) 
Standard Oil of California : 
(ll ate wien eae phates pe ee cera SP «sab abuntovonaininaatanitieasontnds $6, 000, 000 





Final bid (August 18, 1954) : 





Fixed contract price, August 31, 1954_.....__.._-_________ 9, 000, 000 
ADptOSIREES TET BE edt eee ews ane ceamsnwenen 38, 000 





SS oes et konee 9, 088, 000 








BUTADIENE PLANTS—BIDS OF SINGLE PLANT 






sJaton Rouge—Copolymer Corp. : 
POGOAL WhO ceri SR SEES eS Sa , 700, 000 











Final bid Oct. 21: 






Fixed-contract price Aug: 31, 10064.-.655-..25--5.255-218 5, 000, 000 
Approximate net additions to Apr. 30, 1955_-_.._-_____-___ 38, 000 










Petal 2. cesewcucweuweweeusus eres ase ehh Smee 5, 038, 000 
Baytown—Humble: 
0 sib wrens an tadgbiblianegigp st belipecced ena poe ee 





~ 


, 886, 000 








Final bid Dec. 10: 
Wised comteact orice Awe. Bi, TOG G inne cite iiccccnnewnn 8, 886, 000 
Approximate net additions to-Apr. 30, 1955_-......__-___-_ 120, 000 
















Total - oc cicc ccc scs sc eweecouwewesaccesswssscsusewsd JL , 006, 
Baytown—Food Machinery : 
Initial bid___---~- Se cache silescreicta asin itis dihasbirabadh Sat cationnty wviastventaientgulianasieee 3 , 000 


000 
















Final bid: ; 
Fixed contract price Aug. 31, 1954.........._.--.--.-___- 6, 645, 000 
Approximate net additions to Apr. 30, 1955__....-..--..--- 







sinsnitaiealclciminsictoneeend gid tiaiaineiincenllatnidniianinieitnnantinicduninaiiionekta , 000 
enn pce sbioedennlanaamniipeeda aaa (*) 
El Segundo—Standard Oil of California : 
RD NE a ccctriencti invitees bette eld tide cdatls AL pod A 












Final bid: 
Fixed contract price Aug. 31, 1954-_.--__-_- nub aomnnbabaiehtaseeee 1, 500, 000 
Approximate net additions to Apr. 30, 1955_-...._.-----__ (R) 31,000 















a ee eee 


BUTADIENE PLANTS-—BIDS ON SINGLE PLANTS 











Houston—Food machinery : 








a a ce ca eee een 11, 025, 000 
Be I i: MII i sanscisiciectins teenth nichnattinbiatveiecaieibiitinaiaaied meee LON 15, 080, 000 
NE I 0 a orci tnd ise csares since ih rte ete eeamintne tal betel 17, 507, 000 
Si SS NET LEN SE ES SE 21, 707, 000 











Final bid: 






Fixed contract price Aug. 31, 1954__.._..-_______-.____.s 24, 197, 000 
Approximate net additions to Apr. 30, 1955_...-.....--~~- 381, 000 








BIE sisi crastider enacts csttte depen cesicaesiateel anit twin aidpentiniasentetiitaatail 24, 578, 000 
Houston—Goodrich—Gulf : 
I TI cn sitchin tstianinseeinieak et iacnelnpaict lis Aa sl tiie tala dtl 











Final bid: 
Fixed contract price Aug. 31, 1954_._...______-..--.______ 7, 604, 000 
Approximate net additions Apr. 30, 1955_..._...-..------_- 








2 See package bids. 
2 Also a package bid of $9,550,000 for butadiene & copolymer plants. 
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luo eet ee ee wa! 


eceloo 


Houston, Goodyear: Initial bid (withdrawn Dec. 21, 1954)________ $5, 000, 000 
Houston, W. R. Grace: 
a resists receipe wihia Cn cnetiaiie zara a 8, 050, 000 
I ie tiicrin as er meein == sisi tak ss akenie itch teas cade 11, 600, 000 
; i Bic arte cemenetill oa. ud weil tabi Se: 14, 000, 000 
# Bd Ch I ee te ch el a a lu 16, 367, 000 
; I oc eeatsinimvns saben iw enim lene eargmiatianinw« 
ES Sg! en Se chladtae aet ashatinsinune eae 19, 800, 000 
{ RN NNN AR BE Bieter ene neernn anon sil. 2 Lessee 21, 500, 000 
Bid Deo. 17, 1054.......... sieanienliliec ais cietiiatindtnnitanin meeisiniint aed Eat 22, 500, 000 
Final bid: 
Fixed contract price Aug. 31, 1954-..-0-~-_-_.---_____ 23, 107. 000 
Approximate net additions to Apr. 30, 1955__...._.-.__--~~ 381, 000 
0 EE ee Fa 
Houston—General Chemical : 
ne I or cine nererenenerenaneeen biatl 18, 200, 000 
Final bid: 
Fixed contract price, Aug. 31, 1954______-_- a 18, 200, 000 
Approximate net additions to Apr. 30, 1955___.___- aan 381, 000 
H aici sipcckclindtnarin Sareea etn wim sv abarmenetlt sae Lat Ne te 18, 581, 000 
Houston—Sinclair : 
es ahcbgn tpn bomnbaeanenanaets — 16, 000, 000 
; Final bid, Dec. 7: 
j Fixed contract price, Aug. 31, 1954______.-_--___-___- 16, 750, 000 
‘ Approximate net additions, Apr. 30, 1955___._....-..------ 381, 000 
go wen cs imiaisinsgeaii eae 17, 131, 000 
i Lake Charles—Petroleum Chemicals: 
Ce isaac omdsaniicmdnahaimereiid 15, 125, 000 
Final bid, Dec. 3: 
Fixed contract price, Aug. 31, 1954___- su uluuLices 46, 000, 000 
Approximate net additions to Apr. 30, 1955_. scliniseerecsm milly...) ag 
a ag och cis smphherininr ins RAS Shar _ 17, 426, 000 
Lake Charles—Merck : 
ld srinrcncicanitnestesinianahanieranson eens datas 10, 100, 000 
Sanaa 
Final bid: 
Fixed contract price, Aug. 31, 1954____._-__._--__-__- 10, 100, 000 
Approximate net additions to Apr. 30, BOOBs Jou. uuu: 1, 426, 000 
a a lice isl mesinlide beeps enti anmasgiel . 11,526,000 
ics hace idan nee ccervin nad dada wi (*) 
Torrance—Standard Oil of California : 
i ae eneeintenan i aychumsimhienra esas 5, 000, 000 
ESSE 
Final bid: 





Fixed contract price, Aug. 31, 1954______-_-_-- 
Approximate net additions to Apr. 30, 1955___- 


Torrance—BE. W. Pauley: 


Initial bid 


Final bid: 
Fixed contract price, Aug. 31, 1954--___--_-.----__-_~- i 
Approximate net additions to Apr. 30, 1955 


2 See package bids. 


5, 000, 
(R) 9, 


000 
000 


4, 991, 


4, 000, 
(R) 9, 


000 


000 
000 
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Port Neches—Goodrich-Gulf, Texas—U. S. Rubber: 


| gales Iain taste adipsia nies Sesion ead 


Final bid, Feb. 16: 
Fixed contract price, Aug. 31, 1954 
Approximate net additions to Apr. 30, 1955 


Port Neches—General Chemical: 
Initial bid 


Final bid, Nov. 12: 
Fixed contract price, Aug. 31, 1954 


Approximate net additions to Apr. 30, 1955_.---_--~-- 


Port Neches—W. R. Grace: 
Initial bid 
Bid. Oct. 4, 1065.....—- 
Bid, Dee. 16, 1954 (withdrawn Dec. 17, 1954) 


GR-S PLANTS—BIDS ON SINGLE PLANT 


Baton Rouge—Copolymer Corp. : 
Initial bid_- 


Final bid Oct. 21: 
Fixed contract price Aug. 31, 1954 
Approximate net additions to Apr. 30, 


Total 
Akron—Firestone : 
Initial bid 


Final bid Dec. 17: 
Fixed contract price Aug. 31, 1954___- 
Approximate net additions to Apr. 30, 19% 


Lake Charles—Firestone: 
Initial bid 
Bid: Oct. 16, 1954 


Final bid Dec. 17: 
Fixed contract price Aug. 31, 1954 
Approximate net additions to Apr. 30, 


Total 
Port Neches—Goodrich-Gulf : 
Initial bid 


Final bid: 
Fixed contract price Aug. 31, 1954 
Approximate net additions to Apr. 30, 


Total 
Akron—Goodyear : 


RO TR og eek 8 ag spihiaaliteccnlilieh eeiipiat-eaiesdest IIR: 


Final bid Dec. 22: 
Fixed contract price Aug. 31, 1954 
Approximate net additions to Apr. 30, 


_--. $51, 000, 000 


, 000, 000 
210, 000 


3, 210, 000 
38, 500, 000 


3, 000, 000 


Liisi 210, 000 


3, 210, 000 


33, 200, 000 
5, 000, 000 
53, 525, 000 


4, 850, 000 


5, 000, 000 
22, 000 


5, 022, 000 


2, 000, 000 


——— 


2, 250, 000 
150, 000 


2, 400, 000 
, 200, 000 
8, 500, 000 
, 650, 000 
340, 000 


, 990, 000 


13, 000, 000 


13, 000, 000 
83, 000 
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Houston—Goodyear : 
Keetttenl Wn ca se ee erin 


Ea 





Final bid Dec. 22: 
Fixed contract price Aug. 31, 1954____--__~_~- 
Approximate net additions to Apr. 30, 1955 


= _ 11,889, 000 
‘i hocerintoneaall ™ (R)45, 000 








ee a OS ey ae Fae eS Te Te ee 
Louisville—American Synthetic: 
I nara ethiaeticg se a a pes 2. 340, 000 








Final bid: 
Fixed contract price Aug. 31, 1954__-__-_- Ri 2, 340, 000 
Approximate net additions to Apr. 30, 1955______--__-__~ 426, 000 


I a a i 2. 766, 000 
cea cI ha eal cie e ang taste ws ahs nw sccm enieanoania tnt (*) 
Naugatuck—U. 8. Rubber: 

I as a co ucns pba renmecae oe 3, 200, 000 
Final bid: 
Fixed contract price Aug. 31, 1954_____- nia cali 8, 200, 000 
Approximate net additions to Apr. 30, 1955__ __.___. (R)160, 000 

Pa oe ss ee 2 le e ccsebec Sb eziats. bees 3, 040, 000 

Port Neches—Texas-U. 8S. Rubber: 
SE EPR ene eC ee ee Es abieapasheadciaiaas 7, 280, 000 
Final bid: 
Fixed contract price Aug. 31, 1954______ ichch naka makati eeniin 11, 500, 000 
Approximate net additions to Apr. 30, 1955_._.__-______-- (R)114, 000 

a acetal alae natant ican hase Been cee act aie _ 11,386, 000 

Baytown—General Tire: 
| eed ET SE Ee aS SA Nee: eS Is ke f 2, 486, 448 


Final bid: 
Fixed contract price Aug. 31, 1954...........-.......__._. 2,486, 448 
Approximate net additions to Apr. 30, 1955_____-__--____~ 316, 000 


TOCes oe 5. sical ini ictal a amie i i it is eh Sk a eas atantg ag _ 2, 802, 448 
Los Angeles—Shell. (See Package bids.) 
Los Angeles—M. M. & M., Midland, Pauley: 
eT ERE ee le ee se ee oe ae 2, 500, 000 


Final bid Dec. 8: 
Fixed contract price Aug. 31, 1964................._____- *3, 000, 000 


Approximate net additions to Apr. 30, 1955_____________ 359, 000 


re a en cs eeeapiaandecigatind bos 3, 359, 000 
Los Angeles—Standard Oil of California : 
Re it ee a) Fa lan ST eee 8, 500, 000 
Final bid Aug. 18: 
Fixed contract price Aug. 31, 1954..____________________ * 5, 000, 000 
Approximate net additions to Apr. 30, 1955___-_-_________ 359, 000 
a ccpitdinnasaventagpice nea eowen ame 5, 359, 000 


® See package bids. 
* Plus 5 percent of net profits. 
5 Conditions. 


59961—55_——_-4 





RUBBER FACILITIES DISPOSAL 


Package bids 


LOS ANGELES—STYRENE, BUTADIENE AND GR-S 
Shell: 
Initial bid Ri tee _. $27, 000, 000 


Final bid (Sept. 28, 1954) : 
Fixed contract price Aug. 31, 1954_- ‘ wa 30, 000, 000 
Approximate net additions to Apr. 30, 1955__- 388, 000 


Total Be ‘ ee ; 30, 388, 000 
Dow: 
Initial bid- oii eeu : See ; 7, 500, 000 


Final bid: 
Fixed contract price Aug. 51, 1954- 17, 500, 000 
Approximate net additions to Apr. 30, 1955_...------ 388, 000 
Tete... Sa a a eel : 7 17, 500, 000 
BORGER—BUTADIENE AND GR-S 
Phillips: 
Initial bid___- ee ; > Ja0 . 20, 021, 000 
Final bid (Dec. 10, 1954) : 
Fixed contract price Aug. 31, 1954 23, 625, 000 
Approximate net additions to Apr. 30, 1955__-__- 100, 000 
Rs inca ci ncy sien ieee eels ag bee cineet bane aren wecbeeeiccacs: | ma an 000 


STANDARD OIL OF CALIFORNIA 


Los Angeles—Styrene, El Segundo, Butadiene and GR-S (4 plants) : 
Initial bid 16, 600, 000 


Final bid ( Aug. 18, 1954) : 
Fixed contract price Aug. 31, 1954 oon) -. 21,100,000 
Approximate net faaitions re Apr. 30, 1955 357, 000 


Total 21, 457, 000 
Los Angeles—Styrene, Butadiene and El Segundo: 
I I ala ais a ace ee el 


Final bid (Aug. 18, 1954) : 
Fixed contract price Aug. 31, 1954 (conditions) 16, 100, 00 
Approximate net additions to Apr. 30, 1955_..-__.._____-_- (2, 000) 


Total 16, 098, 000 
Los Angeles Butadiene, El Segundo and GR-S : 
Initial bid 


Final bid (Aug. 18, 1954) : 
Fixed contract price Aug. 31, 1954 (conditions) . i 
Approximate net additions to Apr. 30, 1955 319, 000 


12, 419, 000 
Los Angeles—Styrene, El Segundo and GR-S: 


Initial bid , 11, 000, 000 
Final bid (Aug. 18, 1954) : 


Fixed contract price Aug. 31, 1954 (conditions) 
Approximate net additions to Apr. 30, 1955 


Total__ 








oe 


ios 


os 


SI1SSil 
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Los Angeles—Butadiene and El Segundo: 
SOND Ns ehratiti nected _____.. $7, 100, 000 


Final bid: 


Fixed contract price Aug. 31, 1954_.---.____._-______._____ 7, 100, 000 
Approximate net additions to April 30, 1955________ eek (40, 000) 
Meteo ti atl iocile ot 7 > 


, 060, 000 


Los Angeles—Styrene and El Segundo: 
Initial bid___ ~~ + ee eS 


, 000, 000 


Final bid (Aug. 18, 1954): 
Fixed contract price Aug. 31, 1954 (conditions) 


So se 10, 500, 000 
Approximate net additions to April 30, 1955 


aden ena chloe 7, 000 


oak cccavncemoatcites ans cara ee cee ote Sai elatan ne spateasteatadcetine ces 10, 507, 000 


Los Angeles—El Segundo and GR-S 
Se ee a 5, 000, 000 


Final bid (Aug. 18, 1954) : 


Fixed contract price Aug. 31, 1954 (conditions) __________ 6, 500, 000 
Approximate net additions to April 30, 1955_......_______ 328, 000 
PI tticeiel cat eae Ridge wah cnitebnd estas es eecnap tan scien -. 6,828, 000 


NATIONAL LEAD CO. 


Los Angeles—Styrene and GR-S 
Initial bid (Bid changed Oct. 29, 1954, to apply same amount 
to Styrene Plant only as noted under Styrene Plant Bids)__.__ 4, 000, 000 

Senator Dove.as. Also, I think Mr. Pettibone should be present 
when we go into the question of the Los Angeles plant purchased by 
Shell. 

Senator Frear. I think, Senator, he just stated that that is Thurs- 
day and he has a conflict with hearings in the House. 

Senator Dovc.as. Well, Wednesday, tomorrow. 

Senator Frear. Tomorrow they are available. 

Mr. Petrtsone. Well, we are available, Mr. Chairman, any time 
except as we have now been invited to go before the other body on 
Thursday. 

Senator Capenarr. Is that on the same subject ? 

Mr. Perrizone. Pardon? 

Senator CapenHart. Is that on the same subject ? 

Mr. PettrBone. The whole program. 

Senator CaprHart. I say the same program as you are testifying 
here? 

Mr. Perrisone. Yes. 

Senator Capenart. The Armed Services Committee in the House. 

Mr. Perripone. Yes, the full committee. They have no subcom- 
mittee. Mr. Vinson is the Chairman. 

Senator Frear. Are there any further questions of Mr. Pettibone 
or his associates ? 

Senator SparKMAN. It is my understanding we will have a session 
tomorrow at 10 and these gentlemen will be back. 

Senator Frear. I understand that they will be available and if you 
request that they will be back. We have a schedule of other witnesses, 
but we would appreciate it, Mr. Pettibone, if you could make yourself 
available tomorrow. 
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Mr. Perripone. At what hour, please? 

Senator Frear. Well, to be available at 10. 

Mr. Perripone. Oh, yes; we will be here. 

Senator Frear. The subcommittee hearing is recessed until to- 
morrow at 10 a.m. 

(Whereupon, at 12:05 p. m., the subcommittee recessed until 10 
a. m., the following day, Wednesday, March 9, 1955.) 
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WEDNESDAY, MARCH 9, 1955 


Unirep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON PRODUCTION AND STABILIZATION, 
Washington, D. C. 

The subcommittee met, pursuant to recess, in Room 301, Senate 
Office Building, at 10 a. m., Senator John Sparkman presiding. 

Present: Senators Frear, Sparkman, Douglas, Morse, Capehart, and 
Bush. 

Senator SparKMAN. Let the committee come to order, please. Our 
first witness this morning is Mr. Owen Kane, legislative attorney, 
Office of the Comptroller General. I may say that Senator Frear is 
delayed in getting here, and in order that the hearings may get started 
promptly, we will go ahead, even in his absence. 

Mr. Kane, you have a brief statement, I believe, that you want to 
read and other statements to submit. We will be very glad to hear 
from you at this time. Proceed in your own way. 


STATEMENT OF OWEN KANE, LEGISLATIVE ATTORNEY, ACCOM- 
PANIED BY BEN H. PUCKETT, ASSISTANT DIRECTOR OF AUDITS, 
AND 0. K. BLANCHARD, ATTORNEY, OFFICE OF GENERAL 
COUNSEL, GENERAL ACCOUNTING OFFICE 


Mr. Kane. Thank you, Mr. Chairman. Mr. Chairman and mem- 
bers of the committee: We are here in accordance with the request of 
the chairman to Comptroller General Joseph Campbell in a letter 
dated March 1, 1955, to discuss the contracts for the sale of the Gov- 
ernment’s synthetic-rubber plants, as proposed by the Rubber Pro- 
ducing Facilities Disposal Commission in its January 1955 report 
to the Congress. 

The Rubber Producing Facilities Disposal Act of 1953 established, 
as a matter of policy, the desirability of selling the Government’s 
rubber-producing facilities, and vested in the Commission the duty 
to dispose of them. The act specified in detail the basic criteria and 
procedures to be followed by the Commission. Our comments will 
be directed to two specific points. 

The first concerns the legal question whether the Commission com- 
plied with the bidding and negotiation requirements and procedures 
of the act. In a letter dated February 17, 1955, Senator Fulbright, 
chairman of the Senate Committee on Banking and Currency, advised 
that the committee, in connection with its consideration of the pro- 
posed sales contracts, desired the Comptroller General’s views and 
comments with respect to their compliance with the act. He asked 
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that particular attention be given to the so-called Shell package dea] 
involving the sale of three facilities in the Los Angeles area to the 
Shell Chemical Corp. for $30 million. Careful consideration was 
given to the question, and the Comptroller General informed Chair- 
man Fulbright in a letter yesterday that. the contracts, including the 
Shell agreement, meet all legal requirements of the act. ‘The reasons 
for that conclusion are set forth in the letter to Senator Fulbright. 

With your permission, I would like to read a portion of that letter. 

Senator SPARKMAN. Yes, sir; go right ahead. 

Mr. Kane. This is on page 2 of the letter to Senator Fulbright. I 
might give some background portion of the letter, which is on the 
first page: 


The Shell Chemical Corp. offered, in its initial proposal dated May 26, 1954, to 
buy three plants as a unit. It quoted one amount, advising, in paragraph 10, that 
“We do not state the amounts we propose to pay for any of the facilities on an 
individual basis as we do not propose to purchase individual facilities.” It has 
been asserted that such proposal was invalid and improperly considered by the 
Commission in view of subsection 7 (b) (4) of Public Law 205, which directs 
that basie proopsals for purchase “shall contain * * * the amount proposed to 
be paid for each of the facilities.’ This provision, as explained in the House 
report (No. 593, 88d Cong., p. 9), was intended to require “the bidder to indicate 
the amount proposed to be paid for each of the facilities.” 

The Commission had occasion to construe this requirement in paragraph 4 of 
Release No. 1, dated November 25, 1953. Therein it stated, in part, that “Where 
a proposal contemplates acquisition of several facilities for integrated operation, 
it shall state separately the aggregate amount proposed to be paid for such facil- 
ities on such an integrated basis, and the amount otherwise proposed to be paid 
for each of the facilities in question on an individual basis.” Application to the 
Shell Chemical Corp. case of subsection 7 (b) (4) and of the language in Re- 
lease No. 1 also has been considered by the Commission in interpretations, 
copies of which it is understood were furnished te your committee. A position 
was taken that the corporation’s intent in bidding was fully stated without mis- 
representation and in compliance with all requirements. 

It is recognized that the Commission’s position involves treating the require- 
ment as meaning that there need be shown only the amount proposed to be paid 
on the basis of the smallest unit intended to be purchased, as distinguished from 
“each of the facilities” included in such unit. In this view, the statutory direc- 
tion would be complied with because there would be no offer to purchase an indi- 
vidual facility as such. In other words, the amount bid for each facilty would 
be “zero.” In this connection, it may be observed that, even if individual facil- 
ity prices had been quoted, as they were in the case of the Copolymer Corp's. 
proposal for the two plants at Baton Rouge, La., since each amount would be 
contingent upon acceptance of the other, the actual amount offered for each 
would, in effect, be “zero.” Apparently, the only other view possible is that pro- 
posals for combined facilities must show prices for individual units even though 
it not be intended to buy them. Such a view, however, not only would be illog- 
ical, but it might well involve misrepresentation on the part of a bidder. In any 
event, it is not apparent how individual amounts could be quoted in such circum- 
stances or, if quoted, what practical use could be made of them. 

Also, there is for consideration the fact that basic proposals were requested, 
not to become final contracts, but merely to establish a basis for further nego- 
tiations. In this connection, section 16 of the act provides, among other things, 
that— 

“* * * the Commission may negotiate with respect to any facility with any 
person who submitted a proposal on that or any similar facility and may recom- 
mend sale of any faciljty to any person who submitted a proposal on that or 
any similar facility at a price which is equal to, higher than, or lower than the 
highest amount proposed to be paid for each facility as the Commission deter- 
mines will best effectuate the purposes of this act.” 

The fundamental issue presented for resolution thus appears to be as to 
whether the act contemplates that basic proposals submitted for the purchase 
of combined facilities, without showing amounts included for each facility, are 
required to be eliminated from the competition because not complying with 





RUBBER FACILITIES DISPOSAL 51 


the statutory direction. An examination of the legislative proceedings discloses 
no indication that rejection was intended. On the contrary, reference is made 
in several provisions of the act to “facilities” proposed to be purchased, and 
it is a fair inference that bids and awards for more than a single facility as a unit 
were contemplated. See, also, the discussion of competition under section 16 
in the conference reports (p. 17 of H. Rept. 1055 and p. 15 of H. Rept. 999). 
There would appear to be no logical objection te recognition of bidders in this 
category for purposes of negotiating because, while they are not in competition 
for separate facilities as such, their bids readily could be compared with 
aggregate bids for the separate facilities involved, and the Government’s ad- 
vantage easily could be determined, whether at the outset or after subsequent 
negotiations. 

Clearly, also, the fact that proposals were not final—serving merely the 
purpose of establishing a floor for negotiation of final contracts—precluded any 
undue advantage over a competing bidder interested in a single facility. Finally, 
since the statute must be construed as a whole, each provision being given a 
meaning harmonious with all other provisions, it appears clear that the overall 
design and purpose was to bring all qualified bidders into the competition. 
Consequently, the requirement of subsection 7 (b) (4) should not be given a 
technical meaning which would restrict eligibility so as to exclude qualified 
purchasers interested only in integral groups of facilities, but a meaning, such 
as that adopted by the Commission, more consistent with the whole objective 
of the law. It is significant that proposals for combined units did not deprive 
any bidder of opportunity to participate in the negotiations for final contracts, 
that disposal of the facilities on a plant by plant basis was not precluded, 
and, as pointed out at page 28 of the Commission’s report, that the price agreed 
upon with the corporation after negotiation “represents the greatest aggregate 
return to the Government for the three plants.” 

Hence, whether the Shell Chemical Corp. be regarded as bidding “zero” for 
“each of the facilities” or as not bidding at all for a single facility as such, 
it is believed that no legal requirement necessitated elimination of its proposal 
or precluded negotation with it. Nor is there perceived any valid objection 
otherwise to consummation by the Commission of the negotiated sales contract 
with the corporation as found to be in the Government’s interest under the 
remaining provisions of Public Law 205. 


The second point concerns the survey we made, within the limited 
time available to us, of the disposal procedures and records of the 
Rubber Producing Facilities Disposal Commission. 

Briefly, this review was directed primarily towards ascertaining 
that the Commission’s procedures complied with the requirements of 
the law, and that the Commission’s report to the Congress was accu- 
rately and fairly stated on the basis of the official records of the Com- 
mission. We reviewed the proposals by bidders for the synthetic- 
rubber facilities, the proposed cies contracts, the minutes of the Com- 
mission, and statistics and statements contained in the report to the 
Congress recommending disposal of the facilities. 

Our examination disclosed only minor errors in printing and in 
computation of statistical amounts, all of which had no material 
effect on the overall accuracy of the report. We have prepared a 
report of our findings which the committee may wish to make a part 
of the record. 

Obviously, we are not able to evaluate the fairness of the proposed 
sales prices since this would involve engineering and economic con- 
siderations on which the General Accounting Office is not qualified to 
give opinions. In addition, the sales prices ‘reflect the application of 
criteria ified in the act, the application of which is primarily a 
matter of shdeanemn: However, our examination disclosed no infor- 
mation that would lead us to question the amount of the sales prices, 
keeping in mind the policy of the Congress to have the facilities sold 
and the fact that the sales were made by negotiation. 
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We would like especially to mention that the Commission was most 
cooperative in furnishing information requested by us, which they 
had to do on a very rush ‘basis, and they cooperated very wholeheart- 
edly with us. 

I would like to mention one or two of the main points in our find- 
ing which the committee may be interested in knowing about. 

On page 1 of our finding, we found no information indics ating that 
any member of the Commission had been an employee or appeared 
to receive a substantial part of income from the rubber, petroleum, 
or chemical industry. We examined the payrolls to ascertain that 
the Commissioners were paid in accordance with the act. 

We found that there was complete consultation as contemplated 
by the act with the Attorney General. 

With respect to section 6 of the act, which provided a restriction 
with respect to personnel, we went further than the provisions of 
the act, and inquired of the secretary of the Commission whether he 
had any knowledge of Commission employees entering into the employ 
of any purchaser. He stated that only 4 employees had been sep- 
arated, of which 3 were now employed by another Government agency 
and 1 had retired. 

On page 3, I would like to read our finding with respect to the 
contents of proposals : 

We examined proposals submitted by the bidders. Five of the proposals 
selected at random were compared with the printed proposal in the Commission’s 
report. Each proposal was examined to ascertain compliance with the law. 
We noted the identification of the bidder and its business affiliation ; the facilities 
proposed to be purchased and the order of preference in cases where more than 
one facility was proposed to be purchased; the arrangement for the supply of 
feedstock and disposition of the end products of each facility; the amount pro- 
posed to be paid and the financial arrangements; the general terms and condi- 
tions which the prospective purchaser of a copolymer facility would be willing 
to accept to make the end product available for sale to small business enter- 
prises; and the general terms and conditions which the prospective purchaser 
of a butadiene or styrene facility would be willing to accept to make the end 
product available for sale to the purchasers of the copolymer facilities. 

Each proposal was examined for inclusion of the national security clause. 
All proposals for purchases on terms carried interest at the annual rate of 4 
percent on the amount of the proposed financing. Section 7 (e) required not less 


than 3 percent, but the Commission set the minimum as 4 percent in the invitation 
for proposals. 


Section T (c) authorized the Commission to disclose information 
with respect to proposals if it deemed it in the best interests of the 
Government. We could find no indication that the Commission had 
disclosed the bid price of any proposal prior to the release of the dis- 
posal report to the Congress. 

With respect to section 7 (f), “Negotiations” 


The Commission, using earning power as a basis for negotiating, succeeded in 
having purchasers increase their bid price by about $30 million over the first 
proposals received. We noted that of this increase, $8.2 million occurred in con- 
nection with the negotiation on the sale of Plancor 1063 (Houston, Tex.). The 
second largest increase was in the amount of $4.4 million on the sale of Plancor 
1056 (Lake Charles, La.). Upon the completion of negotiations, the Commission 
entered into contracts for the sale of the facilities to the highest bidder. 


Mr. Chairman, that concludes our prepared statement. I have with 
me Mr. O. K. Blanchard, Office of the Tececel Counsel, and Mr. Ben 
Puckett, Assistant Director of Audits. We will be pleased to try to 
answer any questions you may ask. 
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Senator SpaRKMAN. You have one other 
printing. 

Mr. Kane. Yes, sir. 

Senator SpAaRKMAN. Do you want that put in the record also? 

Mr. Kane. Yes; that would be all right, sir. These are material. 

Senator SpaRKMAN. The papers that you submit all will be placed 
in the record in full. 

Mr. Kane. Thank you. 

(The documents referred to follow :) 


paper—the errors in 


COMPTROLLER GENERAL OF THE UNITED STATES, 
WASHINGTON 25, March 8, 1955. 


Hon. J. W. FULBRIGHT, 


Chairman, Committee on Banking and Currency, 
United States Senate. 


DEAR Mr. CHAIRMAN: Reference is made to your letter of February 17, 1955, 
acknowledged by telephone, referring to the contracts executed by the Rubber 
Producing Facilities Disposal Commission for the sale of Government-owned 
synthetic rubber plants, particularly the bid and contract by which three facilities 
in the Los Angeles area would be sold to the Shell Chemical Corp., and requesting 
our views concerning their propriety under Public Law 205, 88d Congress. 

Such examination of the Commission’s report to the Congress, dated January 
24, 1955, and of the contracts as set forth in the supplement thereto, as has been 
possible in the limited time available has not disclosed any failure to comply 
with the statutory conditions established by the Congress. The individual con- 
tracts have been reviewed briefly and appear to satisfy pertinent provisions of 
the statute. Our review was directed primarily towards ascertaining that the 
mechanics of the Commission’s procedures complied with the law and that its 
report was accurately and fairly stated on the basis of records available to us. 

The Shell Chemical Corp. offered, in its initial proposal dated May 26, 1954, to 
buy three plants as a unit. It quoted one amount, advising, in paragraph 10, that 
“We do not state the amounts we propose to pay for any of the facilities on an 
individual basis as we do not propose to purchase individual facilities.” It has 
been asserted that such proposal was invalid and improperly considered by the 
Commission in view of subsection 7 (b) (4) of Public Law 205, which directs that 
basic proposals for purchase “shall contain * * * the amount proposed to be 
paid for each of the facilities.” This provision, as explained in the House Report 
(No. 593, 83d Cong., p. 9), was intended to require “the bidder to indicate the 
amount proposed to be paid for each of the facilities.” 

The Commission had occasion to construe this requirement in paragraph 4 of 
Release No. 1, dated November 25,1953. Therein it stated, in part, that “Where 
a proposal contemplates acquisition of several facilities for integrated operation, 
it shall state separately the aggregate amount proposed to be paid for such fa- 
cilities on such an integrated basis, and the amount otherwise proposed to be paid 
for each of the facilities in question on an individual basis.” Application to the 
Shell Chemical Corp. case of subsection 7 (b) (4) and of the language in Re- 
lease No. 1 also has been considered by the Commission in interpretations, copies 
of which it is understood were furnished to your committee. A position was 
taken that the corporation’s intent in bidding was fully stated without misrep- 
resentation and in compliance with all requirements. 

It is recognized that the Commission's position involves treating the require- 
ment as meaning that there need be shown only the amount proposed to be 
paid on the basis of the smallest unit intended to be purchased, as distinguished 
from “each of the facilities’ included in such unit. In this view, the statutory 
direction would be complied with because there would be no offer to purchase an 
individual facility as such. In other words, the amount bid for each facility 
would be “zero.” In this connection, it may be observed that, even if individual 
facility prices had been quoted, as they were in the case of the Copolymer Corp.’s 
proposal for the two plants at Baton Rouge, La., since each amount would be con- 
tingent upon acceptance of the other, the actual amount offered for each would, 
in effect, be “zero.” Apparently, the only other view possible is that proposals 
for combined facilities must show prices for individual units even though it not 
be intended to buy them. Such a view, however, not only would be illogical, but 
it might well involve misrepresentation on the part of a bidder. In any event, 
it is not apparent how individal amounts could be quoted in such circumstances 
or, if quoted, what practical use could be made of them. 
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Also, there is for consideration the fact that basic proposals were requested, not 
to become final contracts, but merely to establish a basis for further negotiations. 
In this connection, section 16 of the act provides, among other things, that— 

“* * * the Commission may negotiate with respect to any facility with any 
person who submitted a proposal on that or any similar facility and may rec- 
ommend sale of any facility to any person who submitted a proposal on that or 
any similar facility at a price which is equal to, higher than, or lower than the 
highest amount proposed to be paid for each facility as the Commission deter- 
mines will best effectuate the purposes of this act.” 

The fundamental issue presented for resolution thus appears to be as to 
whether the act contemplates that basic proposals submitted for the purchase of 
combined facilities, without showing amounts included for each facility, are 
required to be eliminated from the competition because not complying with the 
statutory direction. An examination of the legislative proceedings discloses no 
indication that rejection was intended. On the contrary, reference is made in 
several provisions of the act to “facilities” proposed to be purchased, and it is 
a fair inference that bids and awards for more than a single facility as a unit 
were contemplated. See, also, the discussion of competition under section 16 in 
the conference reports (p. 17 of H. Rept. No. 1055 and p. 15 of H. Rept. No. 999). 
There would appear to be no logical objection to recognition of bidders in this 
category for purposes of negotiating because, while they are not in competition 
for separate facilities as such, their bids readily could be compared with aggre- 
gate bids for the separate facilities involved, and the Government's advantage 
easily could be determined, whether at the outset or after subsequent negotia- 
tions. Clearly, also, the fact that proposals were not final—serving merely the 
purpose of establishing a floor for negotiation of final contracts—precluded any 
undue advantage over a competing bidder interested in a single facility. Finally, 
since the statute must be construed as a whole, each provision being given a 
meaning harmonious with all other provisions, it appears clear that the overall 
design and purpose was to bring all qualified bidders into the competition. 
Consequently, the requirement of subsection 7 (b) (4) should not be given a 
technical meaning which would restrict eligibility so as to exclude qualified pur- 
chasers interested only in integral groups of facilities, but a meaning, such as 
that adopted by the Commission, more consistent with the whole objective of 
the law. It is significant that proposals for combined units did not deprive any 
bidder of opportunity to participate in the negotiations for final contracts, that 
disposal of the facilities on a plant-by-plant basis was not precluded, and, as 
pointed out at page 28 of the Commission’s report, that the price agreed upon 
with the corporation after negotiation “represents the greatest aggregate return 
to the Government for the three plants.” 

Hence, whether the Shell Chemical Corp. be regarded as bidding “zero” for 
“each of the facilities” or as not bidding at all for a single facility as such, it is 
believed that no legal requirement necessitated elimination of its proposal or 
precluded negotiation with it. Nor is there perceived any valid objection other- 
wise to consummation by the Commission of the negotiated sales contract with 
the corporation as found to be in the Government’s interest under the remaining 
provisions of Public Law 205. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


GENERAL ACCOUNTING OFFICE FINDINGS ON DISPOSAL PROCEDURES OF THE RUBBER 
PRODUCING FACILITIES DISPOSAL COMMISSION 


We have made an examination, within the limited time available, of certain 
records of the Rubber Producing Facilities Disposal Commission supporting the 
Commission's report to the Congress required by the Rubber Producing Facilities 
Disposal Act of 1953 (67 Stat. 408). 

Our review was directed primarily towards ascertaining that the Commission’s 
procedures complied with the requirements of the law, and that the Commission's 
report to the Congress was accurately and fairly stated on the basis of the official 
records of the Commission. We are not able to evaluate the fairness of the 
Proposed sales prices since this would involve engineering and economic consid- 
erations on which we are not qualified to give opinions. In addition, the sales 
prices reflect the application of criteria specified in the act, the application of 
which is primarily a matter of judgment. 
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We reviewed the proposals by bidders for the synthetic rubber facilities, the 
proposed sales contracts, the minutes of the Commission, and statistics and state- 
ments contained in the report to the Congress recommending disposal of the 
facilities. 

Our examination disclosed only minor errors in printing and in computation 
of statistical amounts, all of which had no material effect on the overall accuracy 
of the report. See exhibit 1. 


Section 3 (a)—Noninterest of Comanissioners 


We found no information indicating that any member of the Commission had 
been an employee or appeared to receive a substantial part of his income from 
the rubber, petroleum, or chemical industry. Payrolls were examined to ascer- 
tain that the Commissioners were paid in accordance with the act. 


Section 3 (ce) and 3 (d)—Consultation with Attorney General 


We examined files indicating that the Commission had consulted and received 
advice from the Attorney General on the required matters. The Commission 
submitted the report on the disposal of the synthetic rubber facilities to the 
Attorney General and received his opinion within the prescribed time. We 
examined the original copy of the Attorney General’s opinion, which is repro- 
duced on pages 32 through 38 of the Commission’s report. 


Section 4—Information from Government agencies 


We ascertained by examination of various data and by consultation with Com- 
mission personnel that the Reconstruction Finance Corporation and Federal 
Facilities Corporation cooperated in furnishing the information requested. 
Section 6—Restriction on personnel 

Payrolls were examined to ascertain that the rates of pay for personnel em- 
ployed by the Commission were in accordance with the Classification Act of 
1949. 

We inquired of the Secretary of the Commission whether he had any knowledge 
of Commission employees entering the employ of any purchaser. He stated 


that only four employees had been separated, of which three were now employed 
by another Government agency and one had retired. 
Section 7 (a)—Invitations for proposals 

On November 18, 1953, the Commission invited proposals for the purchase of 
the synthetic rubber facilities as evidenced by a copy of the official advertise- 
ment. In this advertisement, the Commission announced the period for the 
receipt of the proposals beginning November 25, 1953, through May 27, 1954, thus 
meeting the statutory requirements. The Commission, principally by means of 
especially prepared brochures, furnished prospective purchasers with comprehen- 
sive data pertaining to the facilities to be sold. 


Section 7 (b)—Contents of proposals 


We examined proposals submitted by the bidders. Five of the proposals 
selected at random were compared with the printed proposal in the Commission’s 
report. Each proposal was examined to ascertain compliance with the law. We 
noted the identification of the bidder and its business affiliation ; the facilities pro- 
posed to be purchased and the order of preference in cases where more than one 
facility was proposed to be purchased; the arrangement for the supply of feed- 
stock and disposition of the end products of each facility ; the amount proposed to 
be paid and the financial arrangements; the general terms and conditions which 
the prospective purchaser of a copolymer facility would be willing to accept to 
make the end product available for sale to small business enterprises; and the 
general terms and conditions which the prospective purchaser of a butadiene or 
styrene facility would be willing to accept to make the end product available for 
sale to the purchasers of the copolymer facilities. Bach proposal was examined 
for inclusion of the national security clause. All proposals for purchases on terms 
carried interest at the annual rate of 4 percent on the amount of the proposed 
financing. Section 7 (e) required not less than 3 percent, but the Commission 
set the minimum as 4 percent in the invitation for preposals. 


Section 7 (c)—Disclosure of contents of proposals 


We could find no indication that the Commission had disclosed the bid price of 
any proposal prior to the release of the disposal report to the Congress. 
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Section 7 (d)—Cash deposits 


We examined notices of receipt by the Federal Reserve banks of all deposits on 
proposals. Cash or United States Government bonds were received equal to at 
least 244 percent of the gross amount proposed to be paid for each facility, or the 
required maximum of $250,000. In the case of alternative proposals on a number 
of facilities the deposit was on the basis of the highest amount required. By 
resolution of the Commission, the deposits of the unsuccessful bidders were re- 
turned. Deposits of successful bidders have been retained by the Commission 
awaiting action of the Congress before being applied to the purchase price. No 
interest was received or paid on deposits. The act provides for the substitution 
of cash for Government bonds upon the closing of the contract. 

Section 7 (e)—Payment of purchase price 


We examined all contracts with purchasers and checked the data in the con- 
tracts to the Commission’s disposal report submitted to the Congress. All con- 
tracts provided for 25 percent of the purchase price to be paid in cash for 
facilities sold on terms. All purchase money mortgages mature not later than 
10 years with periodic amortization required. 

Section 7 (f)—Negotiations 


In its official advertisement of November 18, 1953, the Commission announced 
that there would be a negotiating period of 7 months after the last day (May 27, 
1954) for submission of the proposals, thus meeting the statutory requirement of 
publicly announcing the 7 months negotiation period. By examination of the 
Commission’s files and data we ascertained that the Commission first negotiated 
for the sale of the facilities with the highest bidder, then with other bidders. 
The Commission requested the proposed purchasers to furnish pertinent details, 
statistical information, and other factors that they used in arriving at the amount 
of the bids. With this data and with information compiled independently, the 
Commission’s engineers prepared pro forma income statements on varying bases 
for the purpose of determining the earning power of each facility. The Com- 
mission, using earning power as a basis for negotiating, succeeded in having 
purchasers increase their bid price by about $30 million over the first proposals 
received. We noted that of this increase, $8.2 million occurred in connection 
with the negotiation on the sale of Plancor 1063 (Houston, Tex.). The second 
largest increase was in the amount of $4.4 million on the sale of Plancor 1056 
(Lake Charles, La.). Upon the completion of negotiations, the Commission 
entered into contracts for the sale of the facilities to the highest bidder. 


Section 7 (h)—National security clause 


Although the law requires that the contracts include a national security clause 
for a period of 10 years from the date of the contract, the Commission extended 
this period to 10 years from the date of the actual transfer of the facility. We 
determined that each facility was sold subject to a national security clause, 
except for the sale of $300,000 of miscellaneous equipment to the Great Southern 
Chemical Corp. This exception is set forth on page 31 of the Commission’s report 
to the Congress. 

Section 9 (f)—Aleohol-butadiene facilities 


The act provides that the Commission may lease the alcohol-butadiene facili- 
ties. One is included in the proposed sales and negotiations are in progress for 
the lease of the other. 

Section 16—Basis for negotiating sale 


We determined that the Commission in each case used only the highest amount 
proposed to be paid for the facilities as the basis for concluding the sales 
contracts. 

Section 17—Disposal criteria 


We found no indication that the Commission failed to apply and give appro- 
priate consideration to the disposal criteria specified in this section in arriving 
at its recommendation for the disposal of the facilities. 

We determined that the facilities recommended for sale had an assigned annual 
capacity of 689,600 long tons of general purpose rubber and 90,000 long tons of 
butyl rubber. These amounts are in excess of the requirement in subsection (7) 
that the facilities recommended for sale will in the aggregate be capable of 


annually producing not less than 500,000 long tons of synthetic rubber and 43,000 
long tons of butyl rubber. 
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ExHisiT 1, PRINTING AND COMPUTATION ERRORS IN THE JANUARY 1955 REPORT TO 
CONGRESS OF RUBBER PRODUCING FACILITIES DISPOSAL COMMISSION 


ERRORS IN PRINTING 






Report to the Congress: 
1. Page 3, paragraph 3, under the heading “Full Fair Value”—$272,918,800 
shown as the estimated unrecovered cost of the synthetic rubber program should 
be $272,718,800 to agree with the amount of the unrecovered investment shown 
on page 15, paragraph 3, under the heading “Full Fair Value.” 

2. Page 3, paragraph 2, under the heading “California”—$1,5000,000 should be 
$1,500,000 to agree with the contract price, last item of the chart shown on 
page 24. 

3. Page 4, paragraph 6, under the heading ‘“Texas’”—$24,187,000 should be 
$24,197,000 to agree with the contract price, item 6 of the chart shown on page 
24, 

Supplement to the report: 
1. American Synthetic Rubber Corp.: 

(a) Page 10, section 1 of the printed report lists class A common stock 
of $2,000,000,000. The original proposal correctly lists class A common 
stock of $2,000,000. 

(b) Page 10, section 1 of the printed report lists class B common stock 
of $2,000,000,000. The original proposal correctly lists class B common 
stock of $2,000,000. 

(c) Page 17, under the heading “Location,” the grouping for American 
Biltrite Rubber Co. omits Trenton, N. J., which is the third city under 
American Biltrite Rubber Co. shown in the original proposal. 

2. The Firestone Tire & Rubber Co.: 

(a) Page 44, exhibit B, national security clause, article 1, section (A) 
omits from line 10 after “fault or negligence,” the following phrase shown 
in the original proposal, ‘“Buyer shall immediately notify the Government of” 

3. W. R. Grace & Co.: 

(a) Page 85, section 18, omits from line 4, after “The price to be” the 

word “so” as shown in the original proposal. 
4. Humble Oil & Refining Co.: 

(a) Page 103, the last sentence on the page has been printed twice. 
Chis sentence reads “With this development, it is contemplated that addi- 
tional butyl facilities will be built.” 

(b) Page 104, the table Trends in production of butyl rubber RUR-SR 
43 shows production for the year 1951 as 40,676 long tons. The original 
proposal correctly shows this figure as 40,696 long tons. 

5. Petroleum Chemicals, Inc. : 

(a) Page 145, the statistical data shows the net earnings of Cities Service 
as $50,720,799. The original proposal correctly shows this figure as 
$50,720,779. 

In addition to the printing errors shown above, the Commission in a communi- 
cation to the Congress, dated January 24, 1955, pointed out certain other typo- 
graphical errors in the report as follows: 

(1) On page 46 of the report, the representatives of the law firm of Sidley, 
Austin, Burgess & Smith which was retained to render legal assistance to the 
Commission, should correctly be listed as Messrs. Ray Garrett, Robert Diller, 
and George A. Ranney, Jr. 

(2) On page 198 of the supplement, section 7 (b) should be footnoted as 
follows: 

“This subsection was deleted as inapplicable in the contract with Koppers 
Co., Ine. The accounting records of the operating agency have reflected no 
value for this catalyst since 1953.” 

(3) On page 200 of the supplement, the phrase “of the Purchaser” in the 
third line of section 17 should be footnoted as follows: 

“This phrase was deleted in the contracts with Phillips Chemical Co. to 
satisfy that company that the section carries no negative implication that Gov- 
ernment obligations do not survive the transfer. The Commission construes 
the contract, with or without the deleted phrase, as providing for the survival of 
Government obligations. The deletion was formal and effected no change in 
substance.” 
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ERRORS IN COMPUTATION 


On page 16, paragraph 1, of the report to the Congress, the Commission stated 
“The contracts of sale recommended by the Commission for the same facilities 
(facilities sold) total an estimated $261,343,000, which is 99.2% of the estimated 
replacement cost less depreciation and obsolescence ($263,556,000) .” 

In reviewing with Mr. Holmquist of the Commission the adjustment made 
between the Parson’s estimated replac ement cost at September 30, 1952, and the 
projected amount at April 30, 1955, certain errors were noted. 

The combined effect of these errors reduced the appraised value shown in 
the report from $263,556,000 to $255,850,000. The total of the sales contracts 
remained unchanged at $261,343,000, which is 102.1 percent (instead of 99.2 per- 
cent as given in the report) of the corrected replacement cost less depreciation 
and obsolescence. 

Senator SearKMaN. Any questions? Senator Douglas. 

Senator Douveias. Mr. Kane, in the time at your disposal you did 
not have the opportunity to satisfy yourself as to whether the prices 
were either proper or improper, is that correct ? 

Mr. Kane. Senator Douglas, I do not think it would be possible for 
us to ever satisfy ourselves on that, because we do not have the tech- 
nical knowledge and the people to do that. 

Senator Doveas. So that your statement is that you neither affirm 
nor deny the legitimacy of the price. 

Mr. Kane. That is right. 

Senator Doveias. Of course, this is one of the legal requirements, 
to test the legality. ‘That is involved, too. May I ask this: In the 
case of the three plants at Los Angeles allotted to the Shell Co., did 
you examine the other bids for those plants? 

Mr. Kane. We have a breakdown here of the other bids. 

Senator Doveras. Would you be willing to give them for the 
record ? 

Mr. Kane. This was hurriedly prepared in event that we might be 
asked for this information, but it was done so quickly, and some of 
the proposals have very complex provisions, that this document does 
not necessarily reflect in refinement all of the alternate bids. But 
basically it is accurate. 

Senator Dove.as. I wonder if you could make a verbal statement, 
and then submit the document for the record. 

Mr. Kane. We find that with respect to the three plants in Los 
Angeles referred to by the Senator, there was another package bid 
by the Dow Chemical Co. 

Senator Doveitas. How much was that? 

Mr. Kane. It was an alternate bid, and the total amount was $17.5 
million, as compared to the original bid of the Shell Co. of $27 million. 

Senator Doveras. And Shell later went up to $30 million. 

Mr. Kane. Yes, sir: $30 million. 

Senator Dovetas. What about the bids for the individual plants? 
Was that the final bid, by the way, of Dow, or did Dow raise its bid? 

Mr. Kane. May I check? TI will furnish it in just a second, and I 
will furnish more information in respect to the package deal. 

Senator Dovetas. Would you, then, give the bids for the separate 
plants? 

Mr. Kane. Yes. On Plancor 929, the Dow Chemical Co., $18 


million. That was the first bid. And then, of course, they had an 
alternate bid, too. 
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Senator Doverias. Well, I am a little confused. I thought you 
said that the bid of the Dow Co. for the three plants was $17.5 
million. Now you say that they bid $18 million for one plant. 

Mr. Kane. I’m sorry. The original proposal on Plancor 929 was 
$12.5 million. The Foster Grant Co., Inc., bid was $16.1 million. 

Senator SpaRKMAN. Are these figures for all three plants that you 
are giving now ¢ 

Mr. Kane. No, this is Plancor 929. W. R. Grace & Co., $5.8 million. 
Now, some of these bids have various conditions attached to them, but 
| am not bringing those out. Hercules Powder Co. was $17 million. 

Senator Dovue.as. That seems to be high bid thus far for this plant. 

Mr. Kane. Yes, it does, Senator. 

Senator Doveras. This is the only styrene plant, I believe, that 
the Government holds at present. 

Mr. Kane. That is correct. 

Senator Doveras. So it stands. apart from the butadiene and copoly- 
mer plants. 

Mr. Kane. Yes, sir. The next was the Heyden Chemical Corp., 
$6.3 million. If it would help the Senator, Mr. Chairman, I have an 
extra copy of that, if he wants to follow me with it. 

Senator Dove.as. Thank you very much. 

Mr. Kane. The Minnesota Mining & Manufacturing Co., Midland 
Rubber Corp. and Edwin W. Pauley bid $3 million on Plancor 611. 
Monsanto Chemical Co., $5.8 million on Plancor 929. And the Mont- 
rose Chemical Co. $6 million on Plancor 929. The National Lead 
Co. bid $13 million on Plancor 929. On Plancor 963, Mr. Edwin W. 
Pauley bid $4 million. Now, the Shell Chemical Corp., on a package 
deal for Plancors 963, 611 and 929 bid $30 million. The Standard 
Oil Co. had complex proposals, but basically it would be $16.6 million 
was the original package bid for four plants—1593, Plancor 963, 611, 
Plancor 929. 

Senator Doveias. Am I correct that Standard refused to make a 
bid or assign a value to the plants taken separately ? 

Mr. Kane. Standard did disclose an individual price for each 
facility. 

Senator Doueias. But did not make a bid ¢ 

Mr. Kane. On an individual basis ? 

Senator Doveas. Yes. 

Mr. Kane. I would have to check the records. 

Senator Doueias. But it did disclose the amounts that they would 
be willing to pay for the separate plants. 

Mr. Kang. That is correct. 

Senator Dove.as. That is not shown on this statement here, unless 
it is in the notes. 

Mr. Kane. I want to be absolutely correct on this, Senator. The 
only way to do it is to turn to the proposal of Standard and look at 
it and see what it was. I do not want to give any misinformation 
here on these figures. 

It was a very complex bid, Senator. It had all types of possibilities, 
alternate bids, and package bids. 

Senator Doveias. But they did disclose a value for each individual 
plant. 

Mr. Kane. Yes. 
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Senator Doveias. Did the Dow Co. disclose a value for each plant? 

Mr. Kane. No; it did not. Its package bid did not disclose a figure 
for the three plants, individual figure for each plant. 

Senator Doves. It is hard to keep all these things in mind, but I 
believe the Phillips Co, bought a group of : associated plants down in 
the Texas Panhandle. 

Mr. Puckerr. Phillips bought Plancor 982, the copolymer plant at 
Borger, Tex. 

Senator Doveias. Was there any other plant at Borger that they 
bought ¢ 

Mr. Puckerr. Yes; they also bought the butadiene plant at Borger 
also. 

Senator Doveias. Did they disclose separate values on these plants ? 

Mr. Puckett. Yes, sir. 

Senator Doveras. So that of the successful bidders, Shell was the 
only one that did not disclose separate values. 

Mr. Kane. Of the successful bidders, that is true. 

Senator Dove.as. Dow, an unsuccessful bidder, refused to disclose. 
It did have a package bid. 

Mr. Kane. They ‘did not have individual prices. 

Senator Doveras. Perhaps this question should more properly be 
addressed to the Commission. Would it not have helped the Com- 
mission in getting a higher package bid if they knew what the com- 
panies were offering for each plant or valuing each plant taken 
separately? A package bid without a disclosure of individual values 
would tend to force the Commission into all-or-nothing treatment, 
would it not—either sell all of them or not sell them. 

Mr. Kane. As you suggested, that is a question which probably 
could be answered much better by them than we can because of the 
long period that they have been on this negotiation and the short time 
we have had. I wish I could answer it positively one way or another 
for you, Senator, but I just cannot. 

Senator Doveias. Have you ever added up the top bids for the 
separate plants to see whether they came to more than the $30 million 
bid of Shell for the group as a whole? 

Mr. Kane. They were less than the Shell bid, Senator- 

Senator Doveras. Do you think that if the other bidders had had 
the opportunity to know the value which Shell placed on the individ- 
ual plants, they might have come up on their second bid above the 
first, so that some of the individual bids on the second go round might 
have been more than the aggregate of Shell in its second offer ? 

Mr. Kane. It is my understanding that Shell never disclosed any 
valuation placed on the individual plants. 

Senator Doveras. That is understood. My question is, Would there 
not have been a possibility that if the other firms had known what 

value Shell was fixing on the individual plants, they then would have 
upped their bids so that the aggregate of the individual bids might 
then have been higher than the $30 million bid of Shell for the 
package? 

Mr. Kans. The Commission, of course, is the only one that knew 
the prices. There again, Senator, that is highly speculative, as to 
what would have happened with “a to the figures being known 


by the other bidders, because of the location of the plant and so on. 
Mr. Chairman 
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Senator Frear. Mr. Kane. 
Mr. Kane. Here is our document with respect to the breakdown 
on individual bids on the three plants involved in the Shell bid. As I 
explained, these figures are not complete in their explanation, and if 
it is to be placed in the record, we would like to make a further check 
to put certain refinements in. The basic document is correct. We 
can either give it to you now or furnish it later, in a day or so. 

Senator Frear. Has any member of the Committee received a copy 
of that? 

Mr. Kane. I furnished a copy to Senator Douglas. The corrections 
ireminor. But if it is goig into the record, it ought to be absolutely 
iccurate, 

Senator Frear. I agree with that entirely, and I think when it has 
been corrected, it should be available for the record, and without 
objection it will be made a part of the record. 

Mr. Kane. Thank you, Mr. Chairman. We will see that it gets 
ere as soon as possible. 

(The document referred to follows:) 

COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, March 11, 1955. 
Hon. J. ALLEN FREAR, JR., 
Chairman, Subcommittee on Production and Stabilization, 
Committee on Banking and Currency, United States Senate. 


Desr Mr. CHAIRMAN: Enclosed is a summary of highest bids on plants pro- 
posed to be sold to Shell Chemical Corp., together with applicable notes, for 
inclusion in the record (p. 114 of the transcript) which you requested our repre- 
sentatives to furnish during hearings last Wednesday on the sale of the Govern- 
ment’s synthetic rubber facilities as proposed by the Rubber Producing Facilities 
Disposal Commission. 

Sincerely yours, 
JOSEPH CAMPBELT., 
Comptroller General of the United States. 


Summary of highest bids on plants proposed to be sold to Shell Chemical Corp. 
Rubber Producing Facilities Disposal Commission 


Plant pro- Plants proposed to be sold 
posed to be Shell Chemical Corp 
sold to binehiain 
Standard Oil oe oI 
Co. of Cali- proposals 
fornia- Plancor 963 | Plancor 611 Plancor 929 : 


plancor 1593 






American Chemical Corp... -- $13, 500, 000 
Che Dow Chemical Co 18, 000, 000 3 $17, 500, 000 
Foster Grant Co., Inc. -- ‘16, 100, 000 
W. R. Grace & Co .... ; 5, 800, 000 
Hereules Powder Co 6 17, 000, 000 
Heyden Chemical Corp. -- ? 6, 300, 000 


Minnesota Mining & Manu- 
facturing Co., Midland Rub- 
ber Corp., and Edwin W. 


Pauley j * $3, 000, 000 
Monsanto Chemical Co. -. ; - * 5, 800, 000 
Montrose Chemical Co__-_- 6, 000, 000 
National Lead Co-_-. Bg ; 1 13, 000, 000 1 4, 000, 001 
Edwin W. Pauley_- , : 12 $4, 000, 000 re 
Shell Chemical Corp_ -. 13 30, 000, 00 


Standard Oil Co, of California. 4 $1, 500,000 , 4 5, 000, 000 4 5, 000, 000 4 9, 000, 000 i 21, 100, (00 





Footnotes on p. 62. 
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COMPARISON OF HIGHEST INDIVIDUAL Bips RECEIVED WITH THE PACKAGE PROPOSAL OF 
SHELL CHEMICAL CORP. 


Plancor 963, Standard Oil Co, of California . $5, 000. 000 
Pla 
Pla 


neor 611, Standard Oil Co, of California _-- 5, 000, 000 
ncor 929, the Dow Chemical Co.._. 18, 009, 00K 

Total of highest individual bids _____- 28, 000, 000 
Package proposal, Shell Chemical Corp_- 30, 000, 00K 


Excess of Shell Chemical Cerp.’s highest bid over the combined highest individual] bids 2, 000, 001 


Amounts shown are the highest proposals received from individual bidders. A summary of origi 
proposals and amendments thereto is shown in the notes attached to this scheduk 


The American Chemical Corp.’s proposal of $13,500,000 for Plancor 929 included an alternate bid « 
$10 million plus 50 percent of the net income for 5 years, the total purehase price not to exceed $18 millior 

The Dow Chemical Co.’s original proposal for Plancor 929 of $12,500,000 was subsequently raised t 
$18 million 

‘he Dow Chemical Co.’s original proposal contained an alternative package bid for Plancors 929, 963 
and 611 amounting to $17,500,000. No individual price was assigned to each plancor 

¢ Foster Grant Co., Inc., did not increase their original proposal of $16,100,000 for Plancor 929, 

W. R. Grace & Co. did not increase their original proposal of $5,800,000 for Plancor 929. In order « 
preference, the proposal to purchase was: (1) Plancor 1063, (2) Plancor 933, (3) Plancor 929 

6 Hercules Powder Co.’s original proposal amounted to $10 million for Plancor 929. It was subsequently 
increased to $15,500,000; then to the final bid of $17 million. 

7 Heyden Chemical Corp. did not increase their original proposal of $6,300,000 for Plancor 929. 

* Minnesota Mining & Manufacturing Co., Midland Rubber Corp., and Edwin W. Pauley’s origina 
proposal amounted to $2,500,000 for Plancor 611. Their final proposal amounted to $3 million plus 50 percent 
of the net profits for 4 years, the total purchase price not to exceed $4 million. 

Monsanto Chemical Co. did not increase their original proposal of $5,800,000 for Plancor 929. 

Montrose Chemical Co. originally submitted two alternate bids, both of which carried the fixed sun 
of $4 million for Plancor 929 inclusive of $100,000 applicable to 100 tank cars. In addition to the fixed sun 
Montrose proposed to pay under 

Bid No>1—A pre nium of $20 for each ton of styrene produced at such facility in excess of 30,000 tons 
per annum until an additional sum of $11 million has been paid without limit of time. 

Bid No. 2—A premium of $30 for each ton o! styrene produced at such facility in excess of 30,000 tons 
per annum for a period of 10 years. 

Montrose subsequently revised their proposal on Plancor 929 to a fixed sum of $6 million including the 
100 tank cars 

1! National Lead Co’s original proposal amounted to $4 million for Plancors 611 and 929. No individual 
price was assigned to each plancor. The proposal was revised to $4 million for Plancor 929 only, which wa 
subsequently increased to $13 million. 

2 Edwin W. Pauley did not increase his original proposal of $4 million for Plancor 963. 

8 Shell Chemical Corp’s original proposal for Plancors 929, 963, and 611 amounted to $27 million. Nx 
individual price was assigned to each plancor. A revised proposal increased Shell’s bid to $30 million. 

1# The amounts shown in the schedule applicable to the Standard Oil Co. of California are the highest 
amounts assigned to each of the facilities on an individual basis, and also the highest amount proposed 
to be paid on a package basis. The package proposal exceeded by $600,000 the combined highest amounts 
assigned to the individual facilities. 

The following tabulation shows Standard’s proposals in the order of preference 


Original pro- Revised pro 
posal posal 


lst: Plancor 611, 929, 963, 1593 i $16, 600, 000 $21, 100 
2d: Plancor 929, 963, 1593 ; ; . 13, 100, 000 16, 100 
3d: Plancor 611, 963, 1592 . 10, 600, 000 12, 100 
4th: Planecor 611, 929, 1593 ; 11, 000, 000 15, 500 
5th: Plancor 963, 1593 7, 100, 000 |_. 
6th: Plancor 929, 1593____ cs . 5 7, 500, 000 10, 500 
7th: Plancor 929 . 5 6, 000, 000 9, 000. 
8th: Plancor 963. aie eae | 5, 000, 000 
9th: Plancor 611, 1593___. ; 5, 000, 000 6, 500 
10th: Plancor 1593 ite te j ' 1, 500, 000 | 

| 


Standard’s original proposal stated ‘*The price proposed to be paid for each of the facilities except Plancor 
611 on an individual basis is set forth in purchaser's alternative proposals. The price otherwise proposed 
to be paid for Plancor 611 on an individual basis is $3,500,000." _In its revised proposal, Standard allocated 
to Plancor 611 the amount of $5 million and indicated that in accordance with its original proposal was 
bidding on Plancor 611 only in combination with other facilities. 


Mr. Kane, That concludes our statement, Senator. 

Senator Frear. Are there any questions? 

Senator Morse. No questions at this time, but I understand, Mr. 
Chairman, any of these witnesses can be called back at a later date. 

Senator Frear. We asked the Commission yesterday to stand in 
reserve so that we might recall them. I see no reason why we could 

y : > 

not make the same request of the General Accounting Office. 
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Mr. Kane. We will be happy to appear again. It is always a 
pleasure to appear before the Senate Banking and Currency Com- 
mittee and its subcommittees, because the General Aci ‘ounting Office 
has found a wonderful cooperative relationship with the statf in 
working out some of tese problems. 

Senator Frear. Thank you very much, Mr. Kane. I will say this. 
[ have not read any of your testimony before any of the other commit- 
tees, and I do not want to put you on the spot—I do not know whether 
you tell all committees that or not. But we are happy to hear you, 
anyway. 

Mr. Kane. It is sincere, I assure you. 

Senator Frear. Thank you all very much. 

Next we will hear from Judge Barnes, Assistant Attorney General 
of the Antitrust Division of the Department of Justice. Judge, if 
you wish to have any of your staff with you, it is certainly permissible 
and invited. 

Senator SparkMAN. Mr. Chairman, before Mr. Kane leaves the 
room, I was interested in the letter from the Comptroller General to 
Senator Fulbright with reference to this package sale, and I noticed 
in that letter there were quotations from the House report in 1 or 2 
cases with reference to that. I wonder if Mr. Kane's attention has 
been called to this exchange that took place on the Senate floor when 
this bill was up. Senator Johnson of Colorado propounded this 
question : 

I wish to ask whether all the plants, other than the three aleohol-butadiene 
plants, will be sold in a single package or whether they will be sold plant by plant 
on bids on a plant-by-plant basis. 


And in reply, Senator Capehart, chairman of this committee, who 
was handling the legislation, stated : 


They will be sold on the basis of plant-by-plant proposals and the sales 
will be made plant by plant. 

Mr. Kane. Yes, Senator, we have examined that. I have the Con 
gressional Record with me. We have considered that explanation of 
Senator Capehart’s and have related it to the amendment then under 
consideration, which was an amendment to authorize the Congress 
to reject individual sales and let the other sales goon. In other words, 
it was not on just the individual plant that they were talking on the 
floor at that time; they were thinking of the sales agreements, of 
whether it would be 1 facility or 2 facilities, that the Congress could 
reject a sales contract. 

Senator SparkMaAn. I notice you quoted the Commission’s regula 
tion that you would. You would not contend, would you, that a regu- 
lation or a press release or a notice from the Commission to carry out 
a certain procedure which did not comply with the intent of Congress 
in writing the law would take precedence ? 

Mr. Kane. I think the Senator knows that the GAO would never 
lo such a thing as that. 

Senator Sparkman. I agree with you. But I notice you stressed 
that pretty highly. I was trying to relate that to the discussion that 
took place on the Senate floor which certainly dealt with the intent of 
the Senate in considering that. 

Mr. Kane. As I say, we gave that very careful consideration, and 
we felt that from the statutory construction standpoint, we did have 
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to relate that to what was being discussed on the floor at the time in 
order to get the full intent of the Senate. 

Senator Morse. I would like to make a brief observation on that 
point. I am also interested in and frequently highly amused by the 
interpretations of my intent when I vote on legislation in the Senate. 
But as one participant, let me say that as legislation goes through the 
Senate, you are talking about the legislation as well as the amend- 
ments to the legislation, and when the person in charge of the bill, as 
Senator Capehart was, is asked a specific question about how these 
plants are going to be sold, and he says they are going to be sold plant 
by plant, let me say to Mr. Kane, that as a legislative process, that 
carries over to the whole bill. You have had that point of view ex- 
pressed by the chairman of the committee in regard to the matter as to 
how these plants are going to be sold. 

You do not sit there as a legislator and say that is limited just to 
this amendment that is before the Senate at the present time. Senator 
Capehart was talking in general, he was talking about the sale of the 
plants. Werely upon the chairmen of our committees. When achair- 
man of a committee says that this sale is going to be on a plant-by-plant 
basis, it influences, I respectfully submit, the whole floor of the Sen- 
ate. We do not raise it again when we get to the next amendment. 
We do not raise it again when we come to take a final vote on the bill. 
The chairman of the committee has said that the purpose of the legis- 
lation is to provide for a sale, plant by plant. 

I want to say, as one who voted upon it, that the Comptroller Gen- 
eral does not speak for me in his letter to Mr. Fulbright. I think he 
happens to be 100-percent wrong on his legal interpretation of legis- 
lative intent. As one who was there that heard the intent, I want to 
put that rebuttal in the record and say to Mr. Kane that I think his 
testimony on this point has no bearing whatsoever as to what the intent 
of those of us who voted on this bill was. 

Mr. Capehart told us, and told us specifically, that they were to be 
sold plant by plant. We accepted him at his word. 

Senator Frear. Senator, I believe, in the act, regardless of what the 
chairman said, it was permissible to sell more than one plant to a 
bidder. 

Senator Morse. Of course it is permissible to sell more than one 
plant. But you are still selling plant by plant. You are not selling 
it ina package, if you sell it plant by plant. 

Senator SparKMAN. Well, Senator, here is the part that I thought 
was significant in Senator Capehart’s statement, and I know of 
nothing in the act that this would run contrary to. 

I believe the Supreme Court has held in a number of cases that 
legislative intent may be stated by the person handling the bill pro- 
vided it is not in conflict with other provisions of the act. And this is 
the significant part as I see it in this discussion. Senator Capehart 
said: “They will be sold on the basis of plant-by-plant proposals.” 
Now, that is what seems to me might be contrary to this Shel propo- 


sition, because there is no plant-by-plant proposal in the bid. 
Senator Morse. Let me say to the presiding officer that we have 
an elementary rule of statutory construction here. I have not raised 
it yet. I now raise it. Of course the court is not going to be interested 
at all in our intent unless the court becomes satisfied that there is an 
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ambiguity. I have not gone into whether or not there is an ambiguity. 

But the ¢ omptroller General’s letter does not raise any question about 
whether there is or is not an ambiguity. He is raising a question as 
to the effect of Mr. Capehart’s statement on the floor of the Senate. 

I do not know whether then is an ambiguity in this statute or not, 

wl ause I have not made a legal analysis of that. But if there is an 
ambiguity, then Mr. C apehart? s statement on the floor of the Senate 
becomes of great importance. But it may quite be that when we get 
to analyzing x this statute, we will find we left it without an ambiguity. 

I hope so. “Although we do not usually do that good a job. 

Senator Buss. Mr. Chairman, I remember hearing Senator Cape- 
hart’s statement on the floor. No doubt the Senator from Oregon 
does, too. But to me that statement meant that what they were 
going to do was to sell these plants piecemeal; that they were not 
voing to be sold in one group of 28 plants; that they were to be sold— 
here comes the Senator himself. I will yield in a moment to the 
Senator from Indiana, if he wishes. But it seemed to me that all he 
was doing was answering a very offhand comment from across the 
aisle. And the Senator said no—in effect he said we are not selling 
these in one package, we are going to sell them plant by plant. I think 
they decided to make something out of that that was not ever intended 
by the Senator from Indiana. 

Senator Frear. May the chairman say a word. The former chair- 
man of the committee has come in, and I think we should not take 
any advantage of his absence. He should be brought up to date on 
what is going on. 

Senator Morse. We will bring him up to date. 

Senator Frear. I want to bring him up to date, too. 

Senator Carenarr. I don’t know how to take that from you two 
gentlemen—whether it means I am behind just at this moment or 
always behind. 

Senator Frear. I think you are right in the middle, at this point. 

Senator Carenart. I apologize, but I had to attend the organiza- 
tion meeting of the Joint Committee on the Defense Production. 
They just threw me out as chairman this morning. 

Senator Morse. Review it for him. 

Senator Frear. I am not qualified to review this because I did not 
get all of it myself, Senator. But the GAO, represented by Mr. 
Kane, Mr. Puckett, and Mr. Blanchard have given testimony. Mr. 
Kane was just leaving the stand when Senator Sparkman brought 
up the question of a letter, I believe, from the General Accounting 
Office to the chairman of the full committee, Senator Fulbright, 
which has been made a part of the record. In that letter, it quotes 
certain things from the Congressional Record, statements made by 
you on the floor. 

Senator Sparkman. Well, I do not believe the letter quotes the 
statement made by Senator Capehart. I quoted that in propound- 
ing the question to Mr. Kane. Mr. Kane quoted statements from 
the House report, and also an interpretation that was given by the 
Commission, and a regulation issued by the Commission in their 
release No. 1. I asked him the question if in reaching that deter- 
mination they took into consideration the discussion that took’ place 
on the floor of the Senate in which the following query was pro- 
pounded by Senator Johnson of Colorado: 
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I wish to ask whether all the plants other than the three alcohol-butadiene 
plants will be sold in a single package or whether they will be sold plant by plant 
on bids on a plant-by-plant basis. 

Mr. Capehart, who was the chairman of the committee and handling 
the legislation on the Senate floor, said : 

They will be sold on the basis of plant-by-plant proposals, and the sales will 
be made plant by plant. 

Senator Busn. Mr. Chairman, I would just like to say I see abso- 
lutely nothing in that that would interfere with the Shell sale; 
absolutely nothing. 

Senator Frear. Well, Senator Morse made some statements. | 
do not know whether you would like to repeat those at this time 
or not, since Senator ¢ ‘apehi irt has come in. 

Senator Morse. Well, Senator Sparkman asked Mr. Kane whether 
or not the ¢ pene santa General had taken into account the statement 
made by rc itor Capehart on the floor of the Senate. He said that 
they had. I do not recall exactly the conclusion that Mr. Kane re- 
ported the C omptroller General had reached—that these statements 
were made in relation to a specific amendment that was pending before 
the Senate at that particular time and not related to the bill as a 
whole. I thought that he was drawing the conclusion that because 
they were related to the specific amendment that was being consid- 
ered at the time, then they had no bearing upon the legislative intent 
of the Senate as to the meaning of the bill as a whole. 

I pointed out, may I say to the Senator from Indiana, that that 
is not, of course, the way legislative intent is developed on the floor 
of the Senate. We ask the chairman of the committee what the 
intent is in relation to a matter, and he states it, as the Senator from 
Indiana did in this case. We do not ask him the same question 
again in the discussion of each amendment as it comes up or ask him 
the same question when voting finally on the bill. If he has made a 
statement as to what the legislative intent is, we take it for the rest 
of the discussion. 

Then TF had made the point that I have not gone into the question 
as to whether or not there is any ambiguity in the bill. If there is 
an ambiguity in the bill, all the talk about the legislative intent is, 
of course, inconsequential. The courts go into the question of 
legislative intent only when the court becomes satisfied that there is 
an ambiguity. Of course, they have to listen to counsel tell them 
whether or not there is or is not an ambiguity. That is one of the 
paradoxes of this problem of legislative construction. But the court 
finally reaches a decision as to whether there is an ambiguity, and 
satisfied that there is, then it goes into debate in the Congress of the 
United States to see what the legislative intent was. 

My point is, having made a statement on legislative intent, the fact 
that the statement was made in respect to an amendment that was 
pending in no way is going to have any effect upon that statement 
when the statement goes to the question as to how the plants are going 
to be sold. I think the statement is perfectly clear—that they are 
going to be sold on the basis of a plant-by-plant proposal. 

That was the sum and substance of the argument. 

Senator Carenart. Well, I think I meant what I said—that it 
would be plant by plant. The question is, of course, in this instance— 
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I have a picture here of the plant that is involved. There are 3 
sections or there are 3 divisions to it. I was thinking, when I made 
that statement, that that constituted one unit, that it was plant 
by plant. The question is, Is this 1 plant that I am looking at here 
or is it 3 plants? There is no question but what we intended and 
wanted to stop the Commission from selling all of them as a package 
or grouping a series of them together and selling them as a package. 
We wished them sold as individual plants, individual units. I do 
not know why the Commission handled the matter as they did. I 
suppose we will get testimony from them in that regard. 

I would just like to show the committee here that the 3 plants are 
L unit. They are all tied together, and you will find that the pipes run 
from one to the other. They are a unit; they are one plant, in my 
opinion. 

| am not passing judgment now as to whether the Commission did 
or did not do right in this matter. I do not know the circumstances 
under which they awarded these 3 to the 1 company. But I do know 
this—that we were thinking in terms of individual plants or indi- 
vidual units. We did not want them to be sold as a package. 

The question is whether this is a unit or whether it is 3 units, 
or whether it is 1 plant or whether it is 3. I cannot pass upon it. I 
am not trying to pass upon it this morning until I get more informa- 
tion as to why the Commission did as they did and why the people 
that were interested performed as they did. Why did Shell insist, 

if they did, upon buying it as 1 unit rather than 34 Why did those 
that were unsuccessful bidders perform as they did? And then 
would like to know the reason behind the whole business on the part 
of the Commission. 

When I get all that information, then I am ready to make some 
recommendation to my colleagues here as to what I think we should 
do in respect of that. But I “did want to call your attention at the 
moment to the fact that these three so-called plants or units are pos- 
sibly one plant. 

Senator Frear. Senator Morse. 

Senator Morse. I appreciate very much the statement of the Sena- 
tor from Indiana. I think he is quite right to determine this question 
of fact he has raised. That is one of the purposes of the hearing. 
| think his statement has been very helpful—that the statement he 
made on the floor of the Senate was not related to one single amend- 
ment that was under discussion, but was related to the overall policy 
of the Banking and Currency Committee at that time reporting the 
bill to the Senate as to how they anticipated the property was going 
to be sold. 

The Senator’s testimony is—I think he made it very clear on the 
floor of the Senate, and I assume that others besides myself relied 
on it—that it was going to be on the basis of plant-by-plant proposals. 
That was simply the essence of the observation I made earlier. 

Now, I can understand Senator Bush’s position. He apparently has 
to his satisfaction made a finding of fact that this is one plant. That 
is a question on fact on which ‘T have not reached any final deter- 
mination. 

Senator Capenart. Well, I have not either, excepting that there 
it is—all three units are together. If one were flying over it, one 
would naturally consider it one plant. If one were driving by it, one 
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would consider it one plant. I believe it to be a fact that those plants 
are connected by pipes running one to the other, some of them over 
head, most of them underground. 

Now, the question is; is it 1 plant or is it 3? 

Then I would like to know the reasoning behind the Commission’: 
handling it as they did. I would also like to know whether or not 
they got more money for this unit or three plants, whichever it hap 
pens to be, under the plan that they adopted or whether they would 
have gotten more money had they sold them as three indivirual plants. 

Senator Sparkman. I suppose we will not be able to do that becaus: 
my understanding is they would not treat with the individual bidders 
who bid on one pi: int; that they did not negotiate with them. The) 
negotiated with Shell. I have no interest in it, but I notice the Com 
mission treated them as three plants. 

Senator Careuartr. The people that bid separately on each of these. 
if they are 3 plants, were their combined 3 bids more than the $30 
million that Shell gave? Does anybody know ! 

Mr. Kane. No. 

Senator Carenarr. How much short were they’ What were the 
three separate bids on these so-called three separate plants? How 
much was that? 

Senator Frear. I believe the first bid by Shell was $27 million; 
after negotiation it went to $30 million; and the next was $17.5 mil 
lion. 

Mr. Kane. That is on the package bid—$17.5. 

Senator Caprnmart. For the three units. 

Mr. Kane. Yes, sir. 

Senator Carenarr. But what did the unsuccessful bidders that 
wanted to buy these as separate units bid as a total for the three of 
them ¢ 

Mr. Kane. It was less than $30 million, Senator. 

Senator Capenart. In other words, the Commission received more 
money by selling it as they did. 

Senator SparKMAN. Was it less than $27 million ? 

Mr. Kane. I think so, Senator. 

Senator Sparkman. And was there any negotiation with them ? 

Mr. Kane. Yes. 

Senator SpaRKMAN. To try to raise it to $30 million ¢ 

Mr. Kane. Well, what figure they tried to raise it to, I do not know, 
but the record shows they negotiated with every bidder. 

Senator Dovenas. Senator Sparkman has asked a very significant 
question, which was the question I was asking before ; namely, whether 
they tried to get second bids from the unsuccessful bidders for the 
individual plants. 

Mr. Kane. Yes, they did. 

Senator Doveias. Did they raise the bids? 

Mr. Kane. I cannot answer that without making an analysis of it. 

Senator Carprnarr. Well, we are certainly going to want all that 
information. So if you gentlemen have it, you had better be getting 
it together. 

Mr. Kane. We came prepared a little bit on this point, but we felt 
that that was primarily information which the Commission should 
give, together with the reasoning back of it, because of their broad 
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discretionary authority under this act. After all, they could sell 
a plant for less than the high bid if they wished. 

Senator SPARKMAN. Subject to review by the congressional com- 
mittees—is that not right? 

Mr. Kane. Correct. 

Senator SpaRKMAN. Of course, that is our obligation under the 
act, to review this, to make certain (1) that the Government got the 
fullest benefit possible; (2) that all bidders or would-be bidders got 
fair treatment. 

Senator Frear. Thank you again, Mr. Kane. 

Now, Judge, I am sure if you have not gained any enlightenment 
from this conversation, it has been interesting, to say the least. 

Mr. Barnes. Very. 

Senator Frear. Judge, I understand neither you nor your staff 
have a prepared statement on this. 

Mr. Barnes. That is correct, sir. 

Senator Frear. But is it my understanding that you have made a 
statement that as far as the antitrust laws are concerned, it does not 
come in conflict with them as to the sales or the proposed sales. 

Mr. Barnes. Yes—that is, the Attorney General has. 
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Mr. Barnes. I am here in response to a letter of March 3, 1955, 
addressed to the Attorney General, requesting appearance on his 
behalf, and he has designated me to testify before you on this matter. 

Senator Frear. Do you care to make a statement, Judge? 

Mr. Barnes. I hesitate somewhat after listening to Senator Morse 
tell about the congressional intent and how it should come into play 
only in judicial interpretation. I will have to confess that we con- 
sidered the intent in our deliberations relative to the Attorney Gen- 
eral’s letter. And I think that he will agree properly so. I might 
point out that the Attorney General, in giving the letter of approval 
in this matter, considered that there was a congressional intent if 
possible to dispose of the properties and facilities at a fair price, and 
under the other conditions that were specified in the act. 

Senator Morse. If you do not mind my interrupting you, Judge, 
to say that, first, it is your duty to do that. My reference to the 
mater of legislative construction is only in the litigated situation, 
in which party litigants are before the court and one party claims an 
ambiguity and the statute calls upon the court to interpret legislative 
intent; only at that time does the court go into legislative intent, if 
it finds there is an ambiguity. But you, as the legal advisor to the 
executive branch of the Government, have a clear-cut duty to render 
2 legal opinion as to what you think the law is, as to the legislative 
intent on a specific piece of legislation. 

Mr. Barnes. Thank you, sir. I am sure we do not disagree on 
that. 

The Attorney General likewise had, in giving his opinion, in mind 
the report of the Reconstruction Finance Corporation, made through 
Harold A. McDonald, the Administrator, on March 1, 1953. I only 
desire to point out a paragr aph from that report, because I think it is 
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apt in consideration of the Attorney General’s opinion. I refer to 
page 20, at the bottom of the page, w here it is stated : 

The most likely purchasers of the synthetic-rubber facilities are the rubber, 
petroleum, and chemical companies now operating them for the Government’s 
account. Obviously, the desire of the rubber companies to control the source 
of their raw materials supply, and of the petroleum companies to maintain an 
outlet for their refinery products provided initial business incentive to this 
result. 

Additionally, the present operators of these faciilties have acquired a familiar- 
ity with management and operating problems that places them at an advantage 
over newcomers to the field. The likelihood the disposl will in large part follow 
this pattern is enhanced by the circumstance that many of the facilities are 
dependent for their efficient operation upon adjacent facilities owned by the 
present operators which were never part of the Government program. Such 
dependence rests upon fedstock supply as in the case of the butyl facilities and 
several of the butadiene plants, and in some instances upon the supply of es- 
sential utilities, such as steam, electricity, or water. This dependence is not 
absolute from an engineering viewpoint, but in most instances severance can 
be achieved only at the cost of substantial economies. 

In other words, I think it should be emphasized that the considera- 
tion of this problem had to be in view of the situation as it existed 
and not in any vacuum in attempting to determine what conceivably 
might be the best manner to rearrange an industry entirely apart from 
a factual situation that already existed. 

The Attorney General, by letter dated January 17, 1955, which is 
before you, in the report to Congress made by the Commission, stated 
that this was to advise the Commission that on the basis of the in- 
formation furnished to him by the Commission : 

do not view the proposed dispositions as being in violation of the antitrust 
laws. 

Now, I desire to call this committee’s attention to the following 
language, which I think is important in the consideration of what 
may happen in the future. I further quote: 

I express no opinion, however, concerning the legality of any programs or 
activities in which the proposed purchasers may engage in the utilization of 
these properties, nor as to any matters other than whether or not the proposed 
dispositions Violate the antitrust laws. 

That opinion was required of him under the specific language 
of the act, namely, section 3 (c) and (d), which requires his opinion— 

requires the Commission to consult and advise with the Attorney Gen- 
eral (1) to secure guidance as to the type of disposal problem which 
would best foster the development of a free competitive synthetic 
rubber industry, and (2) to supply the Attorney General with such 
information as he may deem requisite to enable him to provide the 
advice contemplated by this section and sections 9 (a) (4) and 9 (f) of 
this act. For the present, 9 (f) is immaterial, because it relates to leas- 
ing procedures, but 9 (a) (4) of the act is important. And it reads 
as follows: 

The statement from the Attorney General setting forth findings approving the 


proposed disposals in accordance with the standards set forth in section 3 (c) 
of the act. 


I also point out that in giving this eos the Attorney General 
had in mind the provisions of section 3 (e), that nothing in this act, 
and I quote— 


shall impair, amend, or modify the antitrust laws or limit and prevent their 
application to persons who acquire the property under the provisions of this act. 
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Before the time that the Commission came into existence, counsel 
for the Commission communicated with the Attorney General, and we 
advised with him relative to the possible language and theor y of the 
»dvertisements that were to be issued by the Commission for bidders. 
That. I believe, was in November of 1953. From that time on, and 
including January 17 of 1955, when the Attorney General's letter 
was delivered to the Commission, the Antitrust Division, Department 
of Justice, was in frequent communication with the members of the 
Commission and with their counsel relative to various aspects of the 
disposal program. 

I may say that we feel that the Commission worked in close co- 
operation Ww ‘ith the Department of Justice in this matter. 

With that statement, I should be glad to attempt to answer any 
questions that the committee may have. 

Senator Frear. Senator Sparkman. 

Senator SpaRKMAN. You dealt only with the antitrust provisions of 
it, did you not? 

Mr. Barnes. That is correct. 

Senator SpaRKMAN. That is all. 

Senator Frear. Senator Capehart. 

Senator CarpeHarT. No questions. 

Senator Frear. Senator Douglas. 

Senator Dove.as. Mr. Barnes, are you familiar with the past his- 
tory of many of these purchasers so far as antitrust. proceedings 
are concerned ? 

Mr. Barnes. With the purchasers, you say ? 

Senator Doveas. Are you familiar with the past history of many 
of ee purchasers so far as antitrust matters are concerned ? 

Barnes. I will confess, Senator, that their names strike a 
familial chord in my memory as far as antitrust is concerned. 

Senator Doveias. Are you familiar with the fact that in 1953 the 
Department prepared a memorandum, I think under your supervision, 
of the cases in which the big four and one-half was brought into court 
on antitrust matters? You cited some 11 cases, 9 in the case of the big 
four and one-half and 2 in the case of oil companies operating prop- 
erties. Are you familiar with that, Judge Barnes? 

Mr. Barnes. I don’t have the particular memorandum in mind, 
Senator, but I know there is no question that all of the large oil com- 
panies who are purchasers and all of the large tire companies who 
are purchasers have been involved as defendants in antitrust matters. 

Senator Dovueras. And in crucial cases have either been found 
guilty or have pleaded nolo contendere; is that not true / 

Mr. Barnes. I won't say that that applies to all of them, sir, with- 
out the specifie—— 

Senator Doveias. Well, do you remember the case of the United 
States v. Rubber Manufacturers Association which was filed in the 
southern district of New York and in which the Rubber Manufac- 
turers Association, Dayton Rubber, Firestone, General Tire, Good- 
rich, Goodyear, Lee, Seiberling, and U. S. Rubber were involved, and 
the disposition of the case was that the association, corporate de- 
fendants, and two individuals entered pleas of nolo contendere and 
were fined a total of $50,000 ? 
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Mr. Barnes. Yes, sir; I know of that case, of course. It was en- 
tirely concluded before I took office, but I know of it. 

Senator Dovueias. And you knew of the suit of the United States v. 
U.S. Rubber Co.? By the way, that was listed as pending. Has that 
‘ase been since decided, since 1953 ? 

Mr. Barnes. No; that case is still pending, I believe. 

Senator Doveras. Do you know the two National City Lines cases? 

Mr. Barnes. Yes, sir; very well. 

Senator Dove.as. In which Firestone was involved as well as cer- 
tain oil companies, and in the first case all defendants except Ameri- 
can City Lines were found guilty and fines imposed ? 

Mr. Barnes. Yes, sir; I am familiar with that case. 

Senator Dovetas. And do you know the case against General Tire 
& Rubber Co., the complaint filed July 10, 1942, with a decree entered 
March 21, 1944? 

Mr. Barnes. I know it as a historic event, Senator. I don’t know 
much about it personally. 

Senator Dove as. Then are you aware of a case under the Robin- 
son-Patman Act not listed in your memorandum because your memo- 
randum dealt with antitrust matters and that under date of Febru- 
ary 11 of this year Judge Keech in the district court signed a con- 
sent judgment against 6 defendant tire manufacturers—Firestone, 
U.S. Tire & Rubber, General Tire & Rubber, Goodrich, Goodyear, 
and Lee—and assessed damages of $75,000 against the companies in 
question and that the consent decree involved conditions which they 
would not practice in the future that violate the Robinson-Patman 
Act? 

Mr. Barnes. I believe that is a Federal Trade Commission case, 
Senator Douglas. 

Senator Dove.as. That is true. 

Mr. Barnes. Yes; I am familiar with it, generally. 

Senator Doveras. Well, now, are you familiar with certain Ca- 
nadian cases involving many of these same groups. Regina v. Good- 
year Tire and Rubber, Regina v. Firestone Tire and Rubber, Regina 
v. Dominion Rubber. Dominion Rubber is the Canadian subsidiary 
of U.S. Rubber? 

Mr. Barnes. I know that there are certain rubber cases pending 
there, Senator. I do not know them in detail. 

Senator Doveras. In all three cases according to my information, 
the defendants pleaded guilty of price fixing. 

Judge, in view of all this, isn’t it apparent that these gentlemen 
upon occasion get together and either read each other’s minds or enter 
into an overt agreement as to what the prices are to be in the case 
of rubber / 

Mr. Barnes. I don’t think there is any question that that has hap- 
pened in the past, Senator. Otherwise, we wouldn’t have the division 
of which I happen to be the head. 

Senator Dovertas. That has happened repeatedly, has it not, in the 
case of rubber? 

Senator Capenart. Mr. Chairman, can we get these gentlemen to 
talk into the microphone so the people here can hear? 

Mr. Barnes. Excuse me. 

Senator Doveias. Hasn’t this happened repeatedly in the case of 
the rubber manufacturers—over and over again? 
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Mr. Barnes. The rubber manufacturers have been defendants upon 
several occasions in antitrust litigation; yes, sir. 

Senator Doveras. And in a considerable number of these cases 
they have either been found guilty or pleaded nolo contendere which, 
in effect, is a plea of guilty, where you do not contest the charge. Isn't 
that true! 

Mr. Barnes. That is true, sir, in a great number. 

Senator Doveias. How can we predict the future except on the 
basis of the past ¢ 

Mr. Barnes. I don’t think we can, sir, and I think that is why 

very wisely this act was drawn so as to exclude and as to eliminate 
any antitrust exemption on the part of those who purchased these 
plants, and then I presume you will have to rely upon he aving a proper 
enforcement of the antitrust laws to accomplish as much as can be 
accomplished to prevent in the future what the division has attempted 
to prevent in the past. 

Senator Dovetas. Judge, I would be very much interested in the 
very cautious reply of the Attorney General on this matter. You 
will remember that under section 3 (c) the Commission was instructed 
to consult and advise with the Attorney General in order to secure 
guidance, and I quote: 

As to the type of disposal program which would best foster the development 
to a free competitive synthetic-rubber industry. 

With all due respect to you, Judge, I would say that the letter of 
the Attorney General which presum: ab ly you saw before it was signed— 
your testimony this morning says, in effect, that this provision is not 
a violation of the antitrust laws, but it does not give this hard- 
pressed body information as to how we can best foster the development 
of a free competitive synthetic-rubber industry. You seataiity say 
that under the present act it is not illegal; the terms of sale do not 

violate the antitrust laws. But where there have been long-continued 
processes of collusive action by these same men, what hope « do we have 
in the future that if the industry is turned over to them that free 
competitive practices will prevail ? 

Mr. Barnes. Well, we have various matters that are contained in the 
report. I point out to you on page 33 the listing on the GR-S disposal 
of the total capacity of the various plants that are being sold. 

It is interesting to note that this disposal will create five « ‘companies, 
none of them with a larger percentage than 18.8, and five of them larger 
than 10 percent of the 100- per reent ‘apacity which will exist in the 
United States for the GR-S rubber. 

Now conspiracy and combination is always possible, but until it 
takes place I think we have to assume that those five companies, all of 
them amply financed, will be in competition with each other. 

Senator Doveras. Excluding General, whose last bid for the Texas 
plant was rejected, is it not true that the big four have been consist- 
ently sued by the Department of Justice for price-fixing practices, 
violations of the Sherman Antitrust Act, and sued by the Federal 
Trade Commission for violations of the Robinson-Patman Act? 

My question is: What right do we have to assume that the leopard 
is going to change its spots overnight and that we are going to have a 
free competitive synthetic- rubber industry when these firms are largely 
dominant in these purchases ? 


74 RUBBER FACILITIES DISPOSAL 


Mr. Barnes. Well, I don’t think that you can count on anyone 
changing their spots. If they did, I think the first thing probably you 
would have would be to repeal the antitrust laws because they are use- 
less. Now, I don’t think that situation ever will exist. I think we 
will have to have them and we will have to watch them. 

I point out to you, however, that as anticipated at the time this sale 
took place, there are very few ndivideals 3 in this country who would 
desire to be bidders for this business. 

I believe Senator Morse expressed it. I think you yourself, Senator, 
said yes to me, that you expected that. Mr. Pettibone said he was not 
surprised that with one exception in the copolymer plants there was 
only one bidder, and I believe you stated that is what you expected, 
that you felt that there might not be competitive bidding. 

Now, unfortunately, where we start out with the Government hav- 
ing a monopoly in GR-S rubber at the present time, you can only ex- 
pect that those individuals who have knowledge of the plants, who 
have the financial capacity to make the necessary bids and who have 
their feed stocks necessary and required and their problems of dis- 
tribution of their product ae to be interested. In other words, 
you have a very limited are 

Now I think that that question as to whether or not there should 
be any sale to any corporation that has been in the past a violator of 
antitrust laws is something that the Congress may decide, but I don’t 
think that the Attorney General can state that because of past law 
violations that that per se and without any safeguards bars an indi- 
vidual who has once violated a law from bidding on this facility. 

Senator Doveras. Judge Barnes, you dropped a very significant 
phrase when you said that this was a situation that in your judgment 
had to be watched. Are you able to give an assurance that the De- 
partment of Justice will keep this situation under surveillance and 
make that assurance public enough for prospective purchasers to hear / 

Mr. Barnes. I think that the attitude of the Attorney General is 
very well expressed in that portion of the letter which i read at the 
start of my testimony in which he very cautiously stated that he 
expressed no opinion concerning the ledelity of any programs or 
activities in which the proposed purchasers may engage in the utiliza- 
tion of these properties. 

Senator Dovcias. Well, Judge Barnes, you may remember that the 
procurator of Judea washed his hands when he sent someone to death 
and said it was not his responsibility. Isn’t the Attorney General, 
and the Department of Justice, washing their hands and saying we 
assume no responsibility for what is going to happen? 

Mr. Barnes. Far from it. 

Senator Doucras. I would ask whether the Department of Justice 
is willing to keep this matter under surveillance, watch it carefully, 
and to make that assurance so public that all small-business men and 
other groups may know what they intend to do. Or is this to be 
allowed to go into the limbo of forgotten things and in a few years 
you start another suit and fine these hundred-million-dollar companies 

$5.000 ? 

Mr. Barnes. Of course, I could have several answers to that, 
Senator. We have advocated raising that fine, and if you will aid us 
in passing 





RUBBER FACILITIES DISPOSAL io 


Senator Dovenas. I will be very glad to aid it, but 1 would say 
instead of one tap on the wrist you propose two taps on the wrist. 

Mr. Barnes. No. I propose to do everything that the law permits 
me to do. 

Senator Carenartr. Will the Senator yield / 

Senator Frear. Will the Senator yield? 

Senator Doveras. Surely. 

Senator Capenart. When were these suits filed against these rubber 
companies? What year, do you remember? 

Mr. Barnes. Some that were mentioned go back to 1942, some to 
1946. 

Senator Dovetas. The full record of those, Senator Capehart, is in 
hearings before your committee, pages 43 to 46 

Senator Capemart. What year were these antitrust suits filed 
against the rubber company ? 

Senator Doveias. Oh, various years. 

Senator SparKMAN. Run over a long period of time. 

Senator Capemart. What time? 

Senator Doucnas. Began in 1939 and then the last ones were filed 
in 1952, extending over 15 years. 

Have there been suits since then, Judge Barnes / 

Mr. Barnes. As to the rubber companies, not since 1952 to my 
knowledge. 

Senator Dovue.as. Any suits against oil companies ? 

Mr. Barnes. Yes, indeed. Yes, indeed. 

Senator Carprnartr. Then these—— 

Senator Doveias. Would you file for the record the additional 


suits against the oil companies and the status of each suit together 
with the cause of complaint ? 
Mr. Barnes. If you desire, we will be glad to furnish that. 
Senator Dovetas. And bring the others up to date. 
(The following was received in response to the above :) 


DEPARTMENT OF JUSTICE, 
March 10, 1955. 
Hon. J. ALLEN FREAR, Jr., 
Chairman, Senate Banking Subcommittee on Production and Stabilization, 
United States Senate, Washington, D. C. 


DEAR SENATOR FRBEAR: This is in response to the request made during the 
course of my testimony before your subcommittee on March 9, 1955, for data 
relating to the antitrust cases filed by the Department in the petroleum and 
rubber fields. 

Enclosure A brings up to date the list of cases contained in the Senate hear- 
ings on 8. 2047 during the 83d Congress at pages 45-46. Enclosure B lists the 
cases filed in the petroleum field from 1939 to the present. 

Shell Oil Co., the parent corporation of Shell Chemical Corp., is currently 
a defendant only in the case of United Siates v. Standard Oil Company of Cali- 
fornia et al., Civil No. 11584—C, filed on May 12, 1950, in the Southern District 
of California. The case is pending. 

Please feel free to call upon us if there is any further assistance we can give 
you in this matter. 

Sincerely yours, 
STANLEY N. BARNES, 
Assistant Attorney General. 


ENCLOSURE A 


Style of case: U. S. v. National City Lines, Inc., et al. Civil Action No. 6747-Y. 


Status: The trial was completed on January 19, 1955. Briefs are to be filed 
within 120 days. 
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Style of case: U. S. v. United States Rubber Co. et al. Civil Action No. 26079. 
Status: On June 14, 1949, the case was transferred to the Southern District 
of New York and on May 28, 1954, a consent judgment was entered. 


Style of case: U. 8. v. E. I. du Pont de Nemours & Co. et al. Civil Action No. 
49C-1071. 

Status: The complaint was dismissed by the District Court on December 9, 
1954. The Government’s appeal to the Supreme Court was noted on February 4, 
1955. 

Style of case: U.S. v. Sears, Roebuck & Co. et al. Civil Action No. 73-293. 

Status: On August 11, 1953, the district court entered a final judgment declar 
ing the interlocking directorship in violation of Section 8 and ordered the indi 
vidual defendant to resign from the board of directors of 1 of the 2 corporate 
defendants. 


ENCLOSURE B 


Style of case: U.S. v. General Petroleum of California, Cr. 14149M. 
Court: Southern District of California. 
Date: Indictment returned November 14, 1939. 

Defendants: General Petroleum Corp. of California; Richfield Oil Corp.; The 
Texas Co. ; Tidewater Associated Oil Co. ; White Star Oil & Refining Co.; Standard 
Oil Co. of California ; Shell Oil Co., Inc.; Union Oil Co, of California ; Independ- 
ent Refiners’ Association of California, Inc.: R. R. Bush Oil Co.; The Cameno] 
Co., Ltd.; Century Oil Co.; Envoy Petroleum Co.; Estado Petroleum Corp.; The 
Hancock Oil of California; Kern Oil Co., Ltd.; Macmillan Petroleum Corp. ; 
Mercury Petroleum Corp:.; Olympic Refining Co.; Triangle Oil & Refining Co.; 
Aromalene, Inc.; California Oil & Refining Co.; East-West Refining Co.; El 
Camino Refining Co.; El Tejon Oil & Refining; Harbor Refining Co.; Pan Pacitic 
Oil Co.; Rothschild Oil Co.; Socal Oil & Refining; Fletcher Oil Co., Ine.; Signal 
Oil Co.; The Norwalk Co.; The Petrol Corp.; Eagle Oil & Refining Co., Inc.: 
Gilmore Oil Co.; Fair Practices Association; Exeter Refining Co.; Mohawk 
Petroleum Corp.; Sunset Oil Co. 

Offenses charged: Indictment charging conspiracy to restrain interstate trade 
and commerce in petroleum products. 

Disposition: Fines aggregating $84,500 were imposed and the case was dis 
missed as to three defendants. 


Style of case: U. S. v. American Petroleum Institute. Civil 8524. 
Court: District Court for the District of Columbia. 
Date: Complaint filed September 30, 1940. 

Defendants: American Petroleum Institute, 22 major and 344 secondary Oil 
corporations constituting substantially the entire domestic petroleum industry. 

Offenses charged: Complaint under Sections 1, 2, and 3 of the Sherman Aci 
and Sections 2 and 8 of the Clayton Act alleging a conspiracy in restraint of 
interstate commerce in the production, transportation, refining and marketing 
of petroleum and petroleum products. 

Disposition: On June 6, 1951, the case was dismissed as to those defendants 
against whom it had not been dismissed earlier, to be superseded by separate 
actions involving fewer defendants and more limited issues. 


Style of case: U.S. v. Standard Oil Company (N.J.). Civil 2091. 
Court: District Court of New Jersey. 
Date: Complaint filed on March 25, 1942. 

Defendants: Standard Oil Co. (N. J.); Standard Oil Co. of New Jersey; 
Standard Oil Development Co.; Standard Oil Co. of Louisiana; Standard 
Catalytic Co.; Jasco, Inc.; Hydro Engineering & Chemical Co. 

Offenses charged: Conspiracy with I. G. Farben to restrain interstate and 
foreign commerce in petroleum products and petroleum chemicals. 

Disposition: On March 25, 1942, a consent judgment was entered. 

Style of case: U.S. v. Standard Oil Company (N.J.). Cr. 682. 
Court: District Court of New Jersey. 
Date: Information filed on March 25, 1942. 

Defendants: Standard Oil Co. (N. J.): Standard Oil Co. of New Jersey: 
Standard Oil Development Co.; Standard Oil Co. of Louisiana; Standard Cata- 
lytic Co. ; Jasco, Inc. ; Hydro Engineering and Chemical Co. 
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Offenses charged: Conspiracy with I. G. Farben of Germany to restrain in- 
terstate and foreign commerce in petroleum products and petroleum chemicals. 

Disposition: On March 25, 1942, all defendants pleaded nolo contendre and 
tines were imposed totaling $50,000. 


Stvle of ease: U. 8. v. Standard Oil Company of Californ‘a and Standard Sta- 
tions, Inc. Civil 6159-B. 
Court: Southern District of California. 
Date: Complaint filed January 2, 1947. 
Offenses charged: Conspiracy under section 1 of the Sherman Act and section 
% of the Clayton Act to restrain interstate trade in petroleum products and auto- 
motive accessories. 
Disposition: On June 7, 1948, the District Court held that contracts involved 
violated section 1 of the Sherman Act and section 3 of the Clayton Act, and on 
June 13, 1949, the Supreme Court affirmed the District Court judgment. 


Style of case: U. 8. v. National City Lines, et al. Cr. 47-524. 
Court: Southern District of California. 
Date: Indictment returned April 9, 1947. 

Defendants: National City Lines, Inc.; American City Lines, Inc.; Pacific 
City Lines, Inc.; Firestone Tire & Rubber Co.; General Motors Corp.; Phillips 
vetroleum Co.; Mack Manufacturing Corp.; Standard Oil Co. of California; 
Federal Engineering Corp. (individual defendants’ names omitted). 

Offenses charged: Indictment under sections 1 and 2 of the Sherman Act 
charging conspiracy to acquire control of a substantial part of the local trans- 
portation companies and to restrain and monopolize domestic trade in the sale 
of motorbuses, petroleum products, tires, and tubes. 

Disposition: All defendants except Ameican City Lines, Inc., found guilty 
and fines totaling $36,007 were imposed. Affirmed on appeal, 186 Fed. 2d 562. 
Style of case: U. 8S. v. National City Lines, Inc., et al. Civil 6747-Y. 

Court: Southern District Court of California. 
Date: Complaint filed April 10, 1947. 

Defendants: National City Lines, Inc.; American City Lines, Inc.; Pacific 

City Lines, Inc.; Firestone Tire & Rubber Co.; General Motors Corp.; Phillips 


Petroleum Co.; Mack Manufacturing Corp.; Standard Oil Co. of California; 
Federal Engineering Corp. (individual defendants’ hames omitted). 

Offenses charged: Unlawful conspiracy to acquire ownership and control 
over local transportation companies and to restrain and monopolize interstate 
commerce in motorbuses, petroleum products, tires and tubes. 

Disposition: The trial was completed on January 19, 1955. Briefs are to be 
filed within 120 days. 


Style of case: U.S. v. Richfield Oil Corp. Civil 6896—-PH. 
Court: Southern District of California. 
Date: Complaint filed April 30, 1947. 

Offenses charged: Complaint under section 1 of the Sherman Act and section 
3 of the Clayton Act alleging a conspiracy to restrain interstate trade in petro- 
leum products and automotive accessories. 

Disposition: Final judgment was entered on August 2, 1951, enjoining de- 
fendant from entering into or enforcing illegal contracts. On April 21, 1952, 
the Supreme Court unanimously aflirmed the judgment of the District Court. 


Style of case: U.S. vy. Cotton Valley Operators’ Committee. Civil 2209. 
Court: Western District of Louisiana. 
Date: Complaint filed June 17, 1947. 


Defendants: Cotton Valley Operators’ Committee—15 corporations, 18 indi- 
viduals. Bodecaw Cotton Valley Co., Inc.; Grant Oil Co.; Hunt Oil Co.; Jabeo, 
Inc.; Magnolia Petroleum Co. ; Midstates Oil Corp.; North American Oil Consoli- 
dated; The Ohio Oil Co.; Root Petroleum Co.; Stanalind Oil & Gas Co.; Sunray 
Oil Corp.; Texas Gulf Producing Co.; Welori Lumber Corp.; Woodley Petro- 
leum Corp.; Union Producing Co. 

Offenses charged: Complaint under sections 1 and 2 of the Sherman Act charg- 
ing conspiracy to restrain and monopolize interstate trade in petroleum, liquid, 
and gaseous hydrocarbons. 

Disposition: On July 7, 1949, the District Court dismissed the case and the 
Supreme Court affirmed on April 24, 1950. 
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Style of case: U.S. v. Sun Oil Co. Civil 10488. 
Court: Eastern District of Pennsylvania. 
Date: Complaint filed January 12, 1950. 

Offenses charged: Complaint alleging violations of section 1 of the Sherman 
Act and section 3 of the Clayton Act involving exclusive dealing. contracts in 
gasoline, petroleum products, and automotive accessories. 

Disposition: Pending. 


Style of case: U.S. v. Fannin’s Gas & Equipment Co. Civil 1471. 
Court: District Court of Arizona. 
Date: May 2, 1950. 

Offenses charged: Complaint alleging violations of section 1 of the Sherman 
Act and section 3 of the Clayton Act in the field of liquefied petroleum gas. 

Disposition: Trial was concluded on December 10, 1953, and awaiting decision 
of the court. 

Style of case: U.S. v. Butane Corporation. Civil 1470. 
Court: District Court of Arizona. 
Date: Complaint filed May 2, 1950. 

Offenses charged: Complaint alleging violations of section 1 of the Sherman 
Act and section 3 of the Clayton Act in the field of liquified petroleum gas. 

Disposition: Trial was concluded on December 10, 1953, and awaiting decision 
of the court. 

Style of case: U. S. v. Standard Oil Company of California. Civil 11584—C. 
Court: Southern District of California. 
Date: Complaint filed May 12, 1950. 

Defendants: General Petroleum Corp.; Richfield Oil Corp.; Standard Oil Co. 
of California; The Texas Co.; Tide Water Associated Oil Co.; Union Oil Co. of 
California ; Shell Oil Co. 

Oifenses charged: Complaint charging violation of sections 1 and 2 of the 
Sherman Act alleging monopoly control of crude oil and refined petroleum 
products in the Pacific States. 

Disposition: Pending. 

Style of case: U. S. v. Standard Oil (New Jersey) et al. Civil 86—27. 
Court: District Court for the District of Columbia. 
Date: Complaint filed April 21, 1953. 

Defendants: The Standard Oil Co. (New Jersey); Gulf Oil Corp.; Socony- 
Vacuum Oil Co., Inc.; Standard Oil Co. of California; The Texas Co. 

Offenses charged: Complaint under sections 1 and 2 of the Sherman Act and 
section 73 of the Wilson Tariff Act alleging conspiracy to restrain trade and to 
monopolize the interstate and foreign petroleum industry. 

Disposition: On June 8, 1953, the case was transferred to the Southern 
District of New York and is pending. 


Senator CaprHarr. My question is then, these $5,000 fines and 
slaps on the wrists that the Senator of Illinois is complaining about, 
of course—— 

Senator Dovueias. I am not complaining about the slaps on the 
wrist. 

Senator Carenartr. They were agreed to by your predecessor, 
right? They had them before you came in ? 

Mr. Barnes. In the first place, they had them before I came in, 
but—— 

Senator Carenart. And they happened under the Democratic 
administration ? 

Mr. Barnes. I believe that is correct, Senator Capehart. May I 
say 

Senator Doveras. What point is the Senator from Indiana trying 
to establish, that the suit should not have been brought ? 

Senator Carrnart. The same point you are trying to establish. 
You are playing politics with this question. 

Senator Doveuas. I am not. 
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Senator Carenarr. You know as well as I do that monopolies have 
fluorished. They have grown bigger. All business has grown bigger 
under the Democrat administration. You know that the prosecutions 
were under the Democrats. You know the $5,000 and the slap on the 
wrist was under your party. Now you are trying to embarrass this 
gentleman and this administration and playing politics, in my opin- 
ion, With this subject when in reality you and your party are doing 
absolutely nothing about it. 

Senator Doveias. Well, I resent the statement. 

Senator CapeHarr. You know you are not fooling me one bit. 

Senator Dovexas. I resent it, and I would like to point out that I 
have criticized the handling of antitrust suits under my party as well 
as under the present administration. In fact, I am glad to say for 
the record that I think Judge Barnes is a fine public official, very 
much above the level of those who have been appointed since 1953, 
very much above the level. 

Senator Frear. I wonder if it would be agreeable to all of you to 
leave the politics up to the chairman of the subcommittee / 

Mr. Barnes. May I continue with my answer as to some of the 
factors that the Attorney General had in mind? 

Senator Doveras. And for the sake of the record I would like to 
point out that the $5,000 limit was imposed in the original text of 
the act to which Senator John Sherman gave his name, and I believe 
that he was a bellwether of the Republican Party and that it was 
passed during the period in which the Republicans controlled Con- 
gress as well as the Executive—1890. 

Senator Capenart. I want to say this: I am more opposed to 
monopolies or as much opposed as the able Senator from Illinois, but 
I don’t talk about it all the time. I would like to see this Congress 
and this Attorney General and other Attorneys General do a better 
job of enforcing the antitrust law. I get a little tired sitting up here 
and hearing the same people continually complain about it, and do 
nothing about it. 

Senator Doveias. I want to say that is precisely my purpose. I am 
glad that the Senator from Indiana belatedly joins me and it is pre- 
cisely for that purpose that I address these questions to the Assistant 
Attorney General. 

What I want to know is whether the Department of Justice will give 
a public assurance that they will watch this situation and take action 
if they see that there are signs of price fixing or collusion between the 
big rubber companies and the oil companies ? 

Mr. Barnes. The Department of Justice most certainly will care- 
fully follow any developments if this disposal plan goes through, and 
I think that a fair sndietia of what is happening in the past 2 years 
would indicate that the laws will be enforced absolutely without fear 
or favor and that there will be vigorous action to enforce the antitrust 
laws. 

Now may [ go on a little further on this question of what these 
copolymer plants do? 

The total production of the copolymer plants amounts in annual 
capacity to some 689,000 long tons. At the suggestion of the Anti- 
trust Division, certain provisions were placed in these contracts. 
They are not uniform. They vary from contract to contract, but they 
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do provide tonnage to be available specifically for nonintegrated or as 
described and defined in the act small business. 

I refer, if you desire to follow me, to the provisions which are ii 
the back of the supplement, the appendices to the supplement, and to 
paragraph 2 in each of these appendices in which there is a warrant) 
on the part of the purchasers of the copolymer plants. 

Senator mone: What page, Judge? 

Mr. Barnes. I refer to page 213 now as far as the Baton Rouge 
plant is concerned. That is merely an example: Page 213 of the 
supplement, paragraph 2. 

“The purchaser will make available 10 percent of the GR-S rubber 
produced at the facility for sale to small business enterprises as de- 
fined in section 21 (h) of the act upon competitive terms and condi- 
tions, and will offer the balance of the GR-S rubber so produced to 
the companies named in paragraph 1 (a) of this appendix.” 

Now to follow that down through each of these copolymer contracts, 
you will find that Firestone agrees to make 20 percent of its 129,000 
long ton capacity available to nonintegr ated small business as defined 
in the act. Goodyear makes 10 percent available. Texas United 
States makes 20 percent. United States Rubber makes not a per 
centage but a maximum, a minimum of 4,000 and a maximum of 13,000 
tons which may run anywhere from 20 to 60 percent of its total capac 
ity available to small business as defined in the Act. Goodrich-Gulf 
at Port Neches makes a flat tonnage available of 15,000 tons per year, 
which is about 20 percent—roughly 20 percent—of its total capacity 
Copolymer Corp., despite the fact that it is made up of some 7 smal! 
companies makes 10 percent of its product available to small businesses 
and American Synthetic likewise made up of smaller companies makes 
a maximum of 15,000 tons per year available to nonintegrated business. 

In addition to that, you have Shell Chemical, a newcomer to the 
field which does not have a captive market for the sale of its products, 
100 percent at least available on the open market; Phillips Chemica! 
likewise 100 percent available on the open market. 

So that I think a fair analysis would indicate that out of the 689,000 
long ton capacity per year—now we are speaking only of copolymer 
rubber—there is a tonnage aapaioes to nonintegrated small business 
as described in the act of a total of 254,900 tons. 

That would indicate that 36.9 oan of the capacity of copolymer 
rubber in the United States is available to small business as defined in 
the act. 

It is interesting to note that before Korea and as of June 30, 1950, 
the Senate Small Business Committee heari ings indicated that the total 
use of new rubber as distinguished from reclaimed rubber in the 
United States, both natural and synthetic, totaled 115,000 tons. The 
best estimate that we could get of the present use of new rubber per 
year in the United Sates is 152,000 tons. 

Senator Busu. That is by small business organizations? 

Mr. Barnes. That is correct; by nonintegrated users—which in- 
dicates that under the present estimated use they need about 20 per- 
cent. of the copolymer capacity. Instead of 20 percent under this 
plan, if we include the open market of Shell Chemical and Rahs 
Chemical products, there will be 36, almost 37 percent available 
I think that is an extremely important factor in this 

Senator SparkMAN. Mr. Chairman ? 
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Senator Frear. Senator Sparkman. 

Senator Sparkman. I am going to have to leave to keep another 
appointment, but I wonder if I might ask the judge just one question 
at that point. 

Judge, I think this is a very fine prov ision in all of these proposals, 
but the question in my mind is: Can they be enforced or must they 
be purely voluntary or 

Mr. Barnes. That, of course, is a question which the Attorney Gen- 
eral was not called upon to answer. I therefore unofficially, if you 
ask me, point out that the purchaser represents and warrants to the 
Commission that that is what the situation will be. Now I put a 
cautionary note in there, a caveat, because the language is not similar 
in each one of those paragraphs 2 as set forth in the appendixes. In 
some cases they say they will, in other cases they say they propose to 
do SO. 

Now, personally, I would have preferred to have seen more direct 
requirements as part of the warranties. However, as a general answer, 
I think we can safely say to you that they can be enforced in a majority 
of cases, at least. 

Senator SparkMAN. Thank you, sir. 

Mr. Barnes. I might point out, if you are interested in the tech- 
nical aspects of it, that the contract specifically provides that these 
appendices are e attached and made a part of the contract. 

Senator Frear. Had you finished, Senator Douglas? 

Senator Doveias. No; not on this one. 

Mr. Barnes. I shall be very glad to go into the butadiene or others, 
but I think I have covered the copolymer situation as far as the gen- 
eral aspects are concerned. 

Senator Frear. I would like to state for the record that in the re- 
port, No. 579, of the disposal of the rubber plants, to the Banking 
and Currency Committee, on page 9, it states: For the period follow- 
ing disposal of the plants, competition within the industry should 
be assured by proper administration of the antitrust laws. 

So, I think they took into consideration at that time that the anti- 
trust laws would operate if necessary. 

Senator Bush. 

Senator Busu. Your figures there would seem to indicate, Judge 
Barnes, that you feel the Commission has made a ve ry fair and satis- 
factory provision for the nonintegrated or so-called small-business 

users of rubber. Would you care to ) make that comment or not? 

Mr. Barnes. I think that the inclusion of that type of clause in the 
contract is extremely significant and will redound to the benefit of 
the small-business users in the United States. 

Senator Capemart. Mr. Barnes, there can be no question but what 
you are telling this committee and the world that the Attorney General 
will prosecute any of these companies that violate the antitrust laws 
in the future? 

Mr. Barnes. That is exactly correct. 

Senator CaprHarr. And you are also stating that there is nothing 
in these contracts, nothing in the negotiations, either implied or posi- 
tive that would prohibit you from prosecuting them as in the past as 
though these contracts had never been made ? 

Mr. Barnes. That is correct, under the terms of the act itself. 
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Senator Carenart. So you are in the same position as far as prose- 
cuting them for violation of the antitrust laws now as you were before 
these contracts were entered into? 

Mr. Barnes. That is my understanding and belief. 

Senator Carenart. Thank you. 

Senator Doveias. Mr. Chairman ? 

Senator Frear. Senator Douglas. 

Senator Doueias. I wonder if Judge Barnes is aware of the recent 
concerted increases in the rubber industry? Is it not true that Fire- 
stone Tire & Rubber, effective as of midnight February 6, imposed a 
2 cents per pound increase on GR-S camelback which brought the 
price up to 34 cents a pound, a 6 cents per pound increase on crude 
camelback, bringing the price up to 42 cents a pound, 7 cents per 
pound increase on crude camelback slabs, bringing the price to 45 
cents a pound, and that they also announced a 71% percent retread 
price increase with certain prices adjusted up to 10 percent? 

That was done by Firestone on February 6. Following Firestone’s 
announcement, United States Rubber Co. announced the same price 
increase on February 7. It is my information that the other rubber 
companies followed suit. 

A few days after that B. H. Goodrich announced an increase in 
truck tires and passenger tires from 21% to 5 percent, and the rest of 
the industry immediately followed suit. In other words, the indus- 
try seems to be following the past pattern of price leaders with one 
firm leading off, announcing the price, and the others immediately 
following suit. 

In view of the past record, does not this sugges the fact that there 
is a large degree, in fact almost complete presence, of concerted and 
united action so far as price is concerned / 

Mr. Barnes. That is the great $64 question, Senator, as to whether 
that is following a price leadership or whether it is a concerted action 
by agreement or conspiracy. If we knew the latter, we would file 
suit instantly. We are continually trying to find out. 

Senator Doveias. Shouldn’t we look at the effects and not merely 
go into the question of intent? Intent is hard to prove but the effects 
and results are clear. 

Mr. Barnes. Unfortunately, I believe that while the court may 
infer, if it so desires, a conspiracy from certain facts, there is, I would 
say, a lack of enthusiasm in some courts on finding defendants guilty 
based upon that inference rather than upon specific proof of con- 
spiracy. As you well know, that is one of the difficult problems. 

Senator Doveias. Well, the old days when they would write letters 
to each other describing what prices are, those have disappeared. No 

tangible proof is left now, but 

Mr. Barnes. Senator, if you want me to give you my opinion on 
that, I think it is very true that the day has long gone in most instances 
where the minutes of the directors’ meeting w ill ‘lay open a conspiracy 
for the Government to take to court. 

Senator Doveias. Lawyers have done their work well in this 
respect. 

Mr. Barnes. I point out, however, that we have had some little 
success in examination of files, even files that have been stripped be- 

cause it is very difficult for 4 or 5 or 10 different organizations to strip 
their files exactly the same way, and we have been able to—— 
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Senator Dovetas. You don’t even need to have any files. These 
sentlemen could meet at the country club, outside of Akron, or out- 
side of New York, have dinner together, reach an agreement, and 
the bellwether will start off at an appropriate time and the others will 
follow simultaneously. That is all, isn't it? 

Mr. Barnes. E3 xactly. That is all that is needed to produce the 
result, but it is not all that is needed to produce a conviction. 

Senator Doveras. Well, I would like to suggest that. 

Mr. Barnes. I might say if that nADpenS, as you well know, Sena- 
tor, not once but sev veral times and : 1 pattern develops, then it is a 
question of fact for the court to determine whether or not it can from 
that sequence of events infer a conspiracy. That is what we believe 
the law is at the present time, and that is the way we regard the 
situation. 

Senator CaprHart. Mr. Barnes, may I ask you this question: Sup- 
)OSe Six men met in the country club and decided they were going to 
aT you but they never did get around to killing you. 

Mr. Barnes. Is this the oil company, or the— 

Senator Carenart. This is just six men. They meet in a country 
club and decide they are going to shoot you, but they never get around 
to shooting you. Can you prosecute them for killing you? 

Mr. Barnes. No, not for killing me. You might prosecute them 
for conspiracy to commit a crime, but I trust that won't happen. I 
propose to enforce the laws, but 

Senator CargHart. Mr. Barnes, let me ask you, isn’t it a fact that 
under the Robinson-Patman Act every seller must sell to his custo- 
mers at the same price the quantity and other things being equal / 

Mr. Barnes. Within limitations, but not—I cannot give that an 
absolute answer, I think, Senator. 

Senator Carrnart. It is against the law, is it not, for me to sell 
you at one price the same quantity and this gentleman over here at 
another ewe! 

Mr. Barnes. If it has competitive consequences and 1 is not justified. 

Senator CaPEHART. Therefore, 2 competitors or 3 or 4 or 5 using 
exactly the same raw materials are all buying their raw materials at 
exactly the same price, are they not? 

Mr. Barnzs. They do, yes. They could—— 

Senator Caprnart. I mean if they are not, somebody is violating 
the law, are they not? 

Mr. Barnes. There might be some quantity discount one could get 
into, but I think we can say there are several factors that are constant 
in various companies. 

Senator Carguart. In other words, generally speaking, the law re- 
quires that particularly the big companies that ‘buy in large quantities 
all have exactly the same pric e? That is, when they buy something, 
the price is the same to one as it is to the other; that is inherent in the 
Robinson-Patman Act, is is not? 

Mr. Barnes. Not exactly, Senator. I can’t agree with you on that. 

Senator Carenarr. Mr. Patman would disagree with you, I can 
assure you. 

Mr. Barnes. He is probably right. I have not been working at it 
as long as he has. 
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Senator Carenart. Is it not also a fact that all these rubber com- 
panies are operating with the same union, paying exactly the same 
wage rates bargained by the international headman? 

Mr. Barnes. I have heard that fact stated ; yes, sir. 

Senator Carenarr. And isn’t it a fact that the Government sets the 
transportation rates and that they are all paying exactly the same 
transportation rates ? 

Mr. Barnes. No; I cannot agree with you on that. 

Senator CaprnArr. You cannot agree with me on that ? 

Mr. Barnes. No, sir. 

Senator Carenartr. Well, you better. 

Mr. Barnes. I don’t think so. 

Senator Carenart. You mean to tell me that Goodrich Tire Co. 
gets a better rate on the Pennsylvania Railroad than does United 
States Rubber? 

Mr. Barnes. I didn’t say that. You said the Government sets the 
rates. The Gomeuaae exercises some regulation, but you will find 
about 80 percent of the rates are set by the carriers rather than the 
Government because it never gets around. 

Senator Carenarr. I am le: irning something if you are telling me 
that the Government does not set the transportation rates. 

Mr. Barnes. I think that is correct, sir. 

Senator Carenart. If there are 20 percent that did not set, it is just 
simply because they agreed they were fair rates. 

Mr. Barnes. You see, as I understand—I am not an expert before 
the ICC, but as I understand it, the carriers set uniform nondiscrimina 
tory rates. Then it is up to the Government, if they don’t like it, 
within this minimum and maximum zone, to hold a hearing. 

Senator Capenartr. We have been trying to get through such a law, 
but I did not think we had succeeded yet. 

Senator Doveias. Oh, yes, 1946, Senator. 

Mr. Barnes. Well, don’t hold me to ICC practice. 

Senator Carrenart. Generally speaking, under the laws, the Robi- 
son-Patman Act is supposed to ‘have everybody sell at the same price. 
You can’t discriminate in price. They are all paying the same labor 
rates, are they not? 

Mr. Barnes. Senator, I am not expert along those lines. 

Senator Caprrn: ae: Generally speaking, they are paying the same 
transportation rates 

Mr. Barnes. Yes. 

Senator Capenart. And all three of those items that I just named 
go to make up, what, 90 percent of the cost of goods? Therefore, the 
end result has to be, under these three laws or these three Government 
controls that I just mentioned, about the same cost to each of them. 
and about the same selling price. 

Mr. Barnes. There is no question. Every influence at work would 
bring about the same cost. 

Senator Carenarr. Another thing you must do under the Robinson 
Patman Act is to give your selling dealers all the same discount. You 
have got to give them all the same price. So when you talk about this 
whole matter, the Government itself is responsible to a great degree 
on companies all having the same prices or near the same prices s be- 
cause the Government itself, shremal its laws and regulations, is estab- 
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lishing the prices, and if they do not do it, then they are in violation 
of Government laws. 

Mr. Barnes. Those factors are certainly very significant, Senator. 

Senator Carenartr. So we complain on one hand and pass laws to 
force people to do the thing we complain about on the other. 

Mr. Barnes. That is right. 

Senator Dovenas. Well, for the sake of the record, Mr. Chairman, 
| would like to point out that there are differences in efficiency, and so 
on, which can produce greater differences in cost per unit than my 
colleague from Indiana suggests, and, in the second place, what is 
noticeable is that you have an exact and precise coincidence of price 
and almost complete uniformity of action. 

Senator Carenart. I am 100 percent against that sort of thing. I 
think we are going to have to do a lot of breaking up of monopolies 

nd breaking up of bigness. I think we are getting entirely too big, 
too many monopolies. “But likewise I think the Government is getting 
too big, and I think the Government is quite possibly responsible for 
this in all the laws that we have passed. We force these companies to 

arrive at the same prices. I mean they just can’t help it because they 
pay the same amount for their raw materials; they pay the same wage 
rates; they pay the same transportation rates. So, about the only thing 
left to them is their overhead, overhead costs. Maybe efficiency in their 
plants is a factor, but it isn’t too great. In other words, the Govern- 
ment pretty well sets the price through virtue of its laws, which again 
i think is all wrong. 

Senator Frear. Senator Morse. 

Senator Morse. Judge, in your opinion are the existing antitrust 
laws adequate to enable you to protect the public interest in any prob- 
lems that may arise in the future under the transaction contemplated 
in this proposed sale ¢ 

Mr. Barnes. Senator, I think that the best thing I can answer, the 
best way in which I could answer that is this, that there have been 
certain recommendations made by the Department of Justice to the 
Congress relative to the antitrust field. They are extremely limited, 
however, by reason of the fact that, as you well know, the Attorney 
General, when I first took office, requested that we establish a commit- 
tee to examine the antitrust laws. That committee has been operating 
for a period of some 15 months. It is hoped that the report of that 
committee will be submitted at the end of this month. 

Now that report will contain certain recommendations for some 
revisions in the antitrust law. 

Now, generally speaking, we assume that if the purchasers here 
violate the law, the principal temptation will be to violate it from a 
standpoint of fixing a price. We have the mechanics presently in our 
antitrust laws to reach that situation, if we overlook this question of 
proof of a conspiracy as distinguished from a situation where it is 
alleged that they are merely following price leadership which always 
presents a very difficult question of proof. 

Now I will point out that for many years the Antitrust Division 
has desired to at least to some extent increase the penalty which was 
set in 1890 when $5,000 amounted to something, and the Department 
of Justice has recommended that that be increased to $50,000 as a 
maximum on each count because I think we can say that so few com- 
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panies have in the past felt that the $5,000 pay: able on criminal con- 
viction, speaking of the corporation, not the individual stigma of con 
viction, that that is a pretty reasonable license fee for viol: ating anti 
trust laws, and I think it would be fine if we could get not a larger 
minimum but. a larger maximum so that we could use that as a weapon 
for more effective enforcement. 

I think that there is a great difference of opinion, however, as to 
just how effective that increase would be by reason of the fact that 
we must recognize that some courts do not regard the antitrust viola 
tions as of extreme moral significance. Unfortunately, we run across 
that occasionally, and we are occasionally chagrined by extremely 
small fines, even under the $5,000 that now exists. 

So, you get into a question of philosophy of just what you are trying 
to do there, whether you are trying to deter them by the fine or 
whether the conviction is sufficient, and so forth. 

Senator Morse. I want to say, Judge, that I think that is a very 
satisfactory answer to a question that really involves a great legis- 
lative responsibility, too. I think we have the right to look to you peo- 
ple in the Department of Justice to advise us as to the shortcomings 
of the existing laws and to recommend to us the changes in existing 
laws that you think will make it possible for you to do a more effective 
job in the Antitrust Division. It is clearly the public duty of the 
Congress to pass the improvements, and I agree with the observations 
of my colleagues here this morning that those improvements are 
sorely needed, and I am looking forward to the report of the special 
commission that you have referred to. 

I want to take you for just a moment to the Attorney General's 
letter on page 32 of the Commission’s report and bring out a point of 
Department of Justice intent, if I may, because I think the letter 
at least | hope it was intended to give a very definite assurance, and I 
take that last full paragraph: 

This is to advise you that on the basis of the information furnished to me by 
the Commission I do not view the proposed dispositions as being in violation of 
the antitrust laws. I express no opinion, however, concerning the legality of 
any programs or activities in which the proposed purchasers may engage in the 
utilization of these properties nor as to any other matters other than whether 
or not the proposed dispositions violate the antitrust laws. 

Do you think I would be doing the Attorney General an injustice 
if I said that I think he clearly intended there to serve notice on these 
companies that his observations as to whether or not this proposed 
transaction was in violation of the antitrust laws in no way would 
justify their feeling any assurance that he has settled his participation 
in this proposed sale w ith that legal opinion. To the contrary, he was 
very definitely, and I think in proper legal form, serving legal notice 

“Boys, you better watch your step because you may get the property, 
but I am going to continue through the Antitrust Division to exer- 
cise surveillance as to how you use those properties in relation to the 
public interest.” 

Mr. Barnes. 1 would hesitate to speak for the intent of the Attorney 
General, sir, but I can assure you that that is my understanding of 
the language that is contained in that letter. 

Senator Morse. Just as lawyer to lawyer, I think it is a pretty ob- 
vious legal interpretation of the letter, and I wanted to at least get my 
interpretation of the intent in the record and see whether or not you 





RUBBER FACILITIES DISPOSAL 


agreed. That is satisfactory assurance to me that the head of the 
Antitrust Division under this administration makes a similar inter- 
pretation of what the letter means, and I am willing to rest on that 
point. : ‘ ‘ : 

My next question: Is the Shell Oil Co. what is generally referred to 
as a foreign ownership company ? 

Mr. Barnes. I understand and I think it is common knowledge 
that there is some foreign ownership in Shell. However, it is like- 
wise my understanding that the bidder in this case is a domestic cor- 
poration and is very largely owned stockwise by American citizens. 
| can’t answer that accurately, Senator. 

Senator Morse. Do you know whether or not the corporate policies, 
the business policies of the particular corporate bidder in this case, 
are determined in the last analysis by what we would call a foreign 
ownership ¢ 

Mr. Barnes. Will you give me that question again / 

Senator Morse. Will you read the question. 

(Question read by reporter. ) 

Mr. Barnes. I think 1f you will refer to page 156 of the supplement, 
there is traced there as required by the provisions, and very wise 
provisions, of the bids, that is, the proposals for bids under para- 
graph 1, identification of prospective purchaser—it points out that 
Shell Chemical Corp., a Delaware corporation, is a 100-percent sub- 
sidiary of Shell Oil, also a Delaware corporation, and a controlling 
interest, 65.44 percent, of Shell Oil is owned by Shell Caribbean 
Petroleum Co., a New Jersey corporation which, in turn, is bene- 
ficially owned by Canadian Shell, Ltd., an Ontario company, which is 
beneficially owned by the Batavian Petroleum Co., a Nether- 
lands corporation, which is owned 60 percent by Royal Dutch 
Petroleum Co., a Netherlands corporation, and 40 percent by Shell 
Transport, a British corporation. 

Senator Morse. Thank you very much for that assistance. 

It is somewhat similar, is it, in corporate structure to a situation 
where X American Corporation, Ford, Chevrolet, any other Ameri- 
can corporation that has plants in England or in Italy or in France— 
and I will keep my corporations identified as “X.° “Y,” and “Z”—is 
incorporated under those foreign laws as a subsidiary of the parent 
United States corporation ? 

Mr. Barnes. I would say the same general operations, yes. I don’t 
want to be tied down to any specific conclusion with regard to this. 

Senator Morse. I do not want to tie you down to it either. I just 
want to bring out for the record whether or not we are in fact, when 
we are dealing with Shell Oil Co., dealing with a company as far as 
its foundation ownership is concerned which is foreign, principally 
Dutch and British. That has used the American corporate instrumen- 
tality for setting up subsidiaries in the United States, with the re- 
sult that we can say as we say on page 156 of the supplement to the 
Commission’s report that it is a Delaware corporation. 

Senator Frear. Don’t you think that speaks well of it, Senator? 

Senator Morse. Well, I want to say to my very good friend from 
Delaware, I think there is a great need for revision of the corporate 
laws of the United States. 

Senator Doveias. May I say that Delaware is to corporations what 
Nevada is to the marriage ceremony. 
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Senator Frear. I don’t know that that is too bad an alliance, either. 

Senator Morse. Incidentally, I think there is a need for changing 
the divorce laws, and I would apply it to the corporate laws. 

But to get back to my comment, it is, however, a business structure 
arrangement that mi: ae it possible for us to say, as the witness has 
pointed out on page 156 of the supplement, that this particular unit 
of the Shell Corp. is an American unit but it is of bloodlines really 
traced to British and Netherlands parents and they have not as yet 
released their control over the child. 

Senator > pa They haven’t been divorced yet. 

Senator Morse. I don’t want to ¢ arry that figure of speech too 
far, or I will es getting into difficulty. I just wanted to bring out 
for the record that we are dealing here in this sale with a corporatioi 
that is basically a sortiateliens that stems, at least, from Netherlands 
and British corporate parents. That is all. 

Senator Frear. Any more questions ¢ 

Judge, I don’t believe you have directly expressed an opinion, either 
yourself or the Department, on S. 691. ‘Would you care to do that at 
this time? 

Mr. Barnes. As to Baytown, Mr. Chairman / 

Senator Frear. Yes. 

Mr. Barnes. The Department of Justice has not finished its exam 
ination of the matter by reason of certain legal aspects that are 
being considered by the Civil Division of the De partment of Justice. 

That letter from the Department of Justice expressing the final 
opinion would be in your hands very shortly. (See p. —.) 

As far as the Antitrust Division is concerned, I am authorized to 
say that we have no objection to the bill, believing it is a matter of 
policy that does not fall within our discretion. 

Senator Frear. Would you care to answer whether the letter 
from the Attorney General could be up here before the hearings 
are concluded tomorrow ¢ 

Mr. Barnes. Mr. Chairman, I tried to get that letter this morn- 
ing. Mr. Rogers told me he thought he could get it out late today. 
Now I can’t go beyond that. I think it will be in your hands before 
then. 

Senator Frear. I understand. Thank you very much. 

Senator Morse. One question, Mr. Chairman. 

Senator Frear. Senator Morse. 

Senator Morse. Are there pending at the present time, Judge, before 
the Antitrust Division, any antitrust suits against the Shell ‘Co. 

Mr. Barnes. I think they are not defendants in the so-called ee 
case, Senator. They are not defendants in the case that is on trial 
in Philadelphia at the present time. There are a couple of other 
cases pending. I want to check this more accurately, and I will supply 
that information to you. My belief is they are not. 

Senator Morse. Perfectly satisfactory. 

Mr. Barnes. But they may be a defendant in this other case. 

Senator Frear. Senator, do you desire the information be furnished 
for the record ¢ 

Senator Morse. For the record. 

Mr. Barnes. I will do that. 

Senator Frear. Thank you very much, Judge, and also your 
members of the staff. 
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Mr. Barnes. Well, I can’t say as the last witness did that it is 
ilways a pleasure to appear before you, but it is a great pleasure to 
ve here for the first time. 

Senator Capenarr. Oh, Judge; say it is a pleasure. It makes us 
feel evood. 

Senator Frear. We will say we are glad to give you the oppor- 
tunity, Judge, providing it is in the next couple of years. 

May I ask the pleasure of the members of the committee. It is now 
\2:10. We have two more witnesses for today. ‘There is no session 
f the Senate. We propose to hear the witnesses today, either a 
ontinuation now or at a later hour. 

Senator Capenart. Let’s hear them now, or one of them now. 

Senator Frear. Is that agreeable / 

Senator Busn. Well, Mr. Chairman, could we proceed and set a 
time when we are to recess for lunch and reconvene ¢ 

Senator Morse. It so happens—lI will meet the accommodation of 
the committee—I have a 12: 30 luncheon appointment. 

Senator Busx. So do I. 

Senator Frear. Let’s go to 12:30 then. 

Senator Busu. And recess until 2? 

Senator Frrar. Yes; from 12:30 to 2. 

Next, gentlemen, is Mr. Connolly, secretary and general counsel of 
the Minnesota Mining & Manufacturing Co. 





STATEMENT OF JOHN L. CONNOLLY, SECRETARY AND GENERAL 
COUNSEL, MINNESOTA MINING & MANUFACTURING CO. 





Senator Frear. Mr. Connolly, do you have someone with you that 
you would like to have accompany you at the stand ? 

Mr. Connotiy. Iam on my own, Mr. Chairman. 

Senator Frear. In that case, would you please identify yourself 
with any background that you may like to give. 

Mr. Connoutty. I have a prepared statement, Mr. Chairman, but in 
view of some of the testimony heard this morning, I may have to 
deviate from the script. 

Senator Frear. Mr. Connolly, if you like, your testimony in total 
may be placed in the record and you may highlight it as you think 
best at this time, or you may read it in as a statement. 

Mr. Connotuy. My Name is John L. Connolly. I appear on behalf 
of the Minnesota Mining & Manufacturing Co. I am secretary and 
general counsel and a member of the board of directors of Minnesota, 
ind also appear in behalf of Midland Rubber Corp., which is a wholly 
owned subsidiary of Minnesota. I am secretary and general counsel 
for Midland. 

Senator Frear. Is that a corporation ? 

Mr. Connotxy. That is an Illinois corporation, Senator, and I might 
say that Minnesota Mining & Manufacturing is a Delaware corpora- 
tion. 

Senator Frear. Thank you, sir. 

Mr. Connotiy. Minnesota, as we set out in the second paragraph, 
has been engaged in the manufacturing business since 1902, and at the 
present time, among other things, it manufactures and sells surface- 
coated abrasives—to the ordinary layman that is sandpaper—pressure 
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sensitive adhesive tapes—that is Scotch-brand cellophane tapes an 
other tapes—adhesives and coatings, graphic arts products, electrical 
insulating products, miscellaneous coated products such as sound 
recording tape, decorative ribbons, and the sale of coated granules for 
use in manufacturing shingles for roofing and siding. 

Senator Busu. May I ask a question’ Do you use rubber as a raw 
material in connection with the manufacture of these adhesives ? 

Mr. Connotiy. Yes, sir. 

Senator Busu. That is an important material for you / 

Mr. Connotiy. Oh, very important, but I couldn’t tell you in what 
qui intity. 

Now, Minnesota has been interested in the rubber program since 
1942 when it started, either as a stockholder in corporations organized 
for the purpose of operating these plants, or as a comanager with 
others interested in operating a plant. At the outset, I want to say 
that we favor the disposal of all these facilities. In the main, I think 
Mr. Pettibone and the members of his Commission performed a diffi- 
cult task well. We offer our congratulations. But, if only to prove 
they are human like the rest of us, 1 think they made a mistake in 
this Shell matter. 

Now, I would like to call attention to certain provisions of the act. 
Section 3 (a) is the provision that set up the Commission. Section 
3 (b) provided : 


With respect to the Government-owned rubber-producing facilities, it shall be 


and I underscore the word “shall” because I think it becomes im 
portant 


the duty of the Commission, and it is authorized in accordance with the pro- 
visions of this act (1) to invite and receive proposals for the purchase of the 
facilities: te negotiate for their sale and make recommendations therefor to the 
Congress; to enter into appropriate contracts for their sale, which contracts shall 
be binding upon the Government and the prospective purchasers upon their 
execution subject only to the further provisions of this act; * * * 


And section 7 (a) provides: 


The Commission shall invite, upon adequate notice and advertisement, pro- 
posals for the purchase of the Government-owned rubber-producing facilities, 
hereinafter referred to as the “facilities.” 

And I might say to the members of this committee, in view of what 
was said and the picture that was exhibited around before you Sena- 
tors this morning, that I am personally familiar with these facilities. 
They are located in California. The copolymer plant is situated on 
the west side of the street, immediately north of the styrene plant, 
and it is a separate and distinct plant. “The butadiene plant is across 
the street, immediately east of the styrene plant. 

It is true that those facilities are connected together by pipes, but 
they were all operated by separate operators. Minnesota and Mid- 
land and Mr. Pauley and his associates operated the copolymer plant. 
Dow Chemical Co. operated the styrene plant, and Shell Chemical Co. 
operated the butadiene plant—separate and distinct. 

We got some of our raw materials and feed stocks from the Shell 
Chemical Co., some from other plants, and some from Dow, and we 
copolymerized it and made it into GR-S rubber. 

Senator Carrnart. Mr. Chairman, may I ask a question? 

Senator Frear. Senator Capehart. 
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Senator CAPEHART. 
Mr. CONNOLLY. 


Were you operating 1 of these 3 


facilities ? 
Since 1950, Senator, we have been operating Plancor 
1, the copolymer plant. 


Senator Carenart. Plancor 611 ¢ 

Mr. Connoutiy. That is correct. 

Senator Capenart. Will you take this map and just check on it, 
sive us a description, just write it out here. 
write on this sort of thing or not. 

Mr. Connotity. When I said I was on my own, I thought I was, but 
| think I will have to call on Dr. Oakes because I do not recognize 
which directions they are. Dr. Oakes, would you identify it for me, 
please. Dr, Oakes is president of the Midland Rubber Corp. 

Senator Carprnarr. Plancor 611 was operated by Midland? 

Mr. Connotiy. Midland Rubber Corp. and its associates. 

Senator Caprnarr. And Midland is owned by Minnesota / 

Mr. Connotiy. Midland is a wholly owned subsidiary of Minnesota. 

Senator CarrHartr. Just point out and describe the three. Point 
out the three. You say there are three separate plants there? 

Dr. Oaxes. That is correct. 

Senator Caprnartr. Which is which ¢ 
here. 

( Off-the-record 
Oakes. ) 

Mr. Connouiy. I might also call your attention, Senator, to the 
fact that in my opinion the Commission, when it invited proposals 
for purchase on exhibit A. which is shown in this supplement, also 
recognized that we had 27 different plants, and plancors 611, 929, 
and 963, the ones in question, are included in those 27. Now, they are 
set out as different plancors, they had different numbers, and in these 
three cases they had different operators from 1950 on. 
who operated them prior thereto. 

Senator CarpeHart. You say the Commission gave each of these 
three units a number? 

Mr. Connoiiy. That is set out on exhibit A which follows page 47 in 
the appendix in this supplemental book here. 

Senator Capenart. What are those three numbers ? 

Mr. Connotiy. The three numbers are: The copolymer plant was 
plancor 611; the styrene plant was plancor 929; and the butadiene 
plant is plancor 963. 

I should not say the Commission did that. That was done long 
ago when the plants were established, and they were all numbered 

s “Plancor No. so and so.” What “plancor” stands for other than 
ondiaaine plant, I do not know. 

Now, section 7 (b) provides: 


I do not know if you can 


I will make all notations on 


discussion between Senator Capehart and Dr. 


I do not know 


Proposals shall be in writing, and shall contain, among other 


things— 
(1) * * *, 


(2) the facility or facilities which are to be purchased, and the order of 
preference if more than one facility is proposed to be purchased; or the order 
of preference if proposals are submitted on more than one facility, if only one 
facility is proposed to be purchased. 

(2) * * * 

(4) the amount proposed to be paid for each of the facilities * * *. 

(5) the general terms and conditions which the prospective purchaser of a 
copolymer facility would be willing to accept in order to make the end product 
of such facility available for sale to small-business enterprises, and the general 
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terms and conditions which the prospective purchaser of a butadiene or styren 
facility would be willing to accept in order to make the end product of suc} 
facility available for sale to purchasers of copolymer facilities. 

You see, there, Senator Capehart and Senators, they are talking 
about different plants. They are talking about the butadiene plant, 
the styrene plant, and the copolymer plant, and they are not talking 
about three of them. Now, you have the same situation down in Texas 
and these other places where they have these plants, a butadiene plant 
connected up with a copolymer plant. They have been purchased 
separately. 

Senator Carrnart. Where you had a similar situation in Texas as 
you had here, where the three were close to each other, how were the) 
sold under this plan? Were they sold to one concern or were they sold 
to three different ones ¢ 

Mr. Connouiy. I would have to look at and analyze these bids in 
order to be able to answer that. 

Senator Doveras. Mr. Chairman, is it not true that the styrene 
plants, with the exception of the Los Angeles plant, had already been 
sold to private operators? 

Mr. Connotiy. That is right. There was only one styrene plant 
offered, Senator. 

Senator Doveras. They had been sold even though the butadiene 
plants, the affiliated butadiene and copolymer plants, were still held 
under Government ownership; is that not true? 

Mr. Connotuy. That is correct. Looking over the analysis that we 
prepared of these successful proposals, I find that the Copolymer 
Corp., at Baton Rouge, La., purchased Plancor 876, a copolymer 
plant, and they also purchased Plancor 152, a butadiene plant. Esso 
Standard had a buty] rubber plant, and Firestone Tire purchased a 
copolymer plant at Lake Charles, and also a copolymer plant at 
Akron. 

Now, at Baytown, Humble Oil purchased the butyl rubber plant 
and also a butadiene plant. Phillips at Borger purchased a buta- 
diene and a copolymer plant, and, as we say, Shell has been recom- 
mended for all three units. 

Senator Carruart. Did Midland, Pauley, and Minnesota, the com- 
bination of the three, make a bid on all three of these individually ’ 

Mr. Connotiy. No, Senator. 

Senator Caprnart. Which ones did you bid on? 

Mr. Connotiy. The combination we bid on was Plancor 611, the 
copolymer plant. 

Senator Carprmart. You just bid on the copolymer plant? 

Mr. Connotiy. And Mr. Pauley individually bid on the butadiene 
plant. 

Senator Caremart. Neither one of you bid on the styrene plant? 

Mr. Connotiy. That is correct. , 

Senator Carenart. What was your bid on the copolymer plant’ 

Mr. Connoutiy. The copolymer plant was originally $2,500,000 


pay 


and negotiations with the Commission raised it to $3 million. 
honor gaa CaprHart. What did Mr. Pauley bid on the butadiene 
plant? 


_ Mr. Connotxy. I am speaking purely from recollection. T think 
it was $4 million. 
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Senator Carenarr. But you never at any time bid on the styrene 
plant, any of your group? 

Mr. Connotiy. That is correct ; that is correct. 

Senator Capruartr. Which is the most valable, the styrene or the 
butadiene or the copolymer ¢ 

Mr. Connoutiy. The styrene, in my understanding of it. You 
understand I am not a technical man, Senator. 

Senator Carenart. Were there other people that did bid on this 
styrene plant ? 

\ir. Connouiy. Oh, yes. 

Senator Carruarr. The chairman says there were 11 bidders on 
the styrene plant in California. 

Mr. Connoutiy. I think that is right. Well, my recollection was 
nine, but that is close enough. 

Senator Carprnarr. What is your understanding as to why they 
sold this to Shell asa group ¢ 

Mr. Connotity. Why the Commission recommended it for sale to 
Shell as a group‘ Well, all I can say is what I read in the Com- 
mission's report here, and on page 28 there is the reason. I know of 
nothing else. I never talked to any of the members of the Commission. 

Senator Carrnarr. It is a known fact that the price that Shell 
paid of $30 million was greater than the prices that all bidders offered 
for the individual properties. 

Mr. Connotiy. That is my understanding. 

Senator Caprnart. Is that a correct statement ? 

Mr. Connouiy. That is my understanding. 

Senator Carrenarr. How much greater, do you know? 

Mr. Connotiy. Well, my recollection was that the or iginal bid, in 
combinations, taking the highest bid on the copolymer and the other 
two, totaled something like $24,600,000, and that their bid was $27 
million. There was a differential, as I analyze the bids, of approxi- 
mately $2,400,000, 

Senator Carrnart. But the end result of $30 million made a differ- 
ence of about $5 million. 

Mr. Connotiy. Well, I do not know. I have no way of knowing 
what the other people did on coming up on their combinations. 

Senator Carenartr. Were you given an opportunity to raise your 
bid? 

Mr. Connotiy. We were; we were. 

Senator Carpenart. And did you raise it ? 

Mr. Connotiy. We raised it up to $3 million; yes, sir. 

Senator Carrnart. But you were not willing to pay any more? 

Mr. Connotiy. Well, we did not offer to pay any more at that 
time; we'll put it that way, Senator. 

Senator Carrnarr. Had you offered to pay more, is it possible that 
you would have been able to purchase this individual facility ? 

Mr. Connouiiy. That lies in the laps of the gods. I would not 
have any way of knowing that. Itis pure e spec ulation. 

Senator Carenart. What is your contention, that this particula1 
sale to Shell should be thrown out ? 

Mr. Connotxiy. Well, I think I can sum it up this way: In our 
opinion, Shell’s proposal to purchase did not comply w ith the pro- 
visions of Publie Law 205, in that Shell failed to state the amount to 
be paid for each of the facilities proposed fo be purchased, namely, 
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Plancor 611, 929, and 923; that Shell’s proposal in failing to state the 
amount to be paid for eac ‘i of the facilities cannot be considered ; that 
Shell was not eligible to negotiate with the Commission for the pur- 
chase of any of the facilities offered for sale; that Shell was not 
eligible to purchase said facilities, and that the Commission’s recom- 
mendation that these facilities be sold to Shell is improper and a 
nullity. 

In other words, speaking in the parlance of the game of golf, Sena- 
tor, they failed to qualify for the tournament. They failed, i in our 
opinion, to comply with the specific provisions of section 7. There- 
fore, they were not eligible to negotiate under section 16 with the 
Commission, or to purchase under section 16 as provided. We think 
the Senate and the House set up an orderly procedure in which they 
told these people, “You must first submit a proposal.” 

Now, going back and taking a look at section 7, if we can say that 
you can ignore the provisions of section (b) (4), that each facility 
shall be stated separately, then you can ignore the rest of their provi- 
sions, because the word “shall” is used throughout. The first thing 
they tell them to do is put it in writing: 

* * * and shall contain, among other things * * * the facility or facilities 
which are to be purchased. 

You do not have to do that if you do not have to comply with 
(b) (4). You have to tell how much you are going to pay and how 
you are going to pay for it. If that is not mandatory, then I do not 
know what is mandatory in this provision. 

Senator Morse. Mr. Chairman, may I interrupt at this point just 
for information ? 

Senator Frear. Senator Morse. 

Senator Morse. Were these secret bids or did you bidders know 
what the other bidders were also bidding? 

Mr. Connotiy. We did not, Senator. They were secret bids. We 
were never told what the others bid, and I think the Commission did a 
very splendid job of keeping the amount of those bids secret. We 
wise told that they thought that our bid should be a little higher. 

I did not personally do the negotiations. My first assistant, Mr. 
Tucker, Dr. Oakes, and I think Mr. Kerr, representing the other 
interests, did the negotiating with the Commission. 

Senator Morse. That is all. 

Mr. Connotiy. Now, the Commission issued release No. 1, in 
which it specifically stated : 

Proposals shall state the amount proposed to be paid for each of the facilities. 

That is a quote of the statute. 


Where a proposal contemplates acquisition of several facilities for integrated 
operation, it shall state separately the aggregate amount proposed to be paid 
for such facilities on such an integrated basis, and the amount otherwise pro- 
posed to be paid for each of the facilities in question on an individual basis. 


And in the Commission’s invitation for proposals, that exhibit A 
that I called your attention to, it further stated : 
In accordance with the terms of the act, negotiations for the sale of each type 


of plant (i. e., GR-S, GR-I, butadiene, etc.) will be limited to those persons 
having submitted a proposal for the purchase of such a type plant. 


That, to me, means those who were eligible to play in the final tour- 
nament and negotiate under section 16. 
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Now, Shell’s proposal stated : 


We do not state any order of preference for the purchase of the foregoing 
facilities for the reason that we do not propose to purchase individual facilities. 
We do not state the amount we propose to pay for any of the facilities on an 
ndividual basis as we do not propose to purchase individual facilities. 


And on page 28, the Commission makes this comment : 


Ten proposals were filed for the styrene plant, proposals which generally 
presupposed the sale of the west coast copolymer plant as a market for some 
styrene production. At the same time there were three proposals for the west 
coast copolymer plant, including the package bid of Shell Chemical Corp., 
amounting to $80 million for the styrene plant, the butadiene plant at Torrance, 
Calif., and the copolymer plant. 

Now. keep in mind, gentlemen of the Senate, that they are talking 
about individual plants and not talking about the 3 of these being 
| facility or 1 plant. 

Senator Morse. Mr. Chairman, could I interrupt for clarification ? 

Senator Frear. Senator Morse. 

Senator Morse. I am trying to find out from this argument—lI do 
not want to ask questions out of order but I want to get this infor- 
mation—what the witness contends is the injustice to his company, so 
I will put the question this way : 

Bids were secret, but is not your contention that because Shell bid 
on all three in package form, it therefore has an advantage as far 
as its business interests were concerned, from a monopolistic stand- 
point? That it was able to automatically squeeze out every bidder 
who could not bid on a package basis because his particular operations 
made the whole package of little or no value to him; he was interested 
only in an individual plant; and that, therefore, we are confronted 
with a situation whereby the package bid of Shell discriminated 
against the competitive rights of the individual bidders on a plant-by- 

plant basis. 

Is that your contention, in part? 

Mr. Connotiy. Well, when you get down to the last part of it, I 
might go along with that part ‘of it, Senator Morse, but I would say 
th at 1s “not our contention in the main. I would say our contention 
is this, that section 7 of the act required each bidder to state the 
amount that he would pay for each plant when he was bidding on 
an integrated basis, and failure to state that amount, as we say, is a 
defect in the bid and not a compliance with the provisions of the 
statute, and therefore, they are not eligible. 

Now, we de not contend, Senator, that. Shell was required to state 
in their proposal that, “We will purchase these separate facilities.” 
All they were required to do was to break down their bid and say 
that, “We will bid 5 million for the copolymer plant, and we will 
bid 10 million for the other, and 12 for the balance.” That is all we 

say that they were required to do, and they failed to do it. 

Now, putting it another way: Assuming that the only bid that 
the Commission received was the bid of Shell, which was a package 
bid—they bid $27 million—there would be no basis for the en a 
sion then to say to any of the people who had bid on other copolymer 
facilities, “We have the copolymer facility here at Torrance, Calif. 
We have no individual bid on it. We do not have it broken down. 
All we have is an integrated bid. There is no starting point.” And 
that, under section 16, as I read it, is very, very important. 
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Senator Morse. Let me put my question another way. 

Assuming now that you are right, as a matter of law—I reserve 
judgment on that—that there had to be bids plant by plant on the basis 
of your definition of what a plant is. From my st: andpoint as a 
legislator, do you wish to have me conclude that authorizing Shell te 
bid on a package basis automatically discriminated against the bidder 
for an individual plant? Because if Shell could get the 3 plants 
together, they would be worth much more to Shell than if Shell could 
get only 1 plant, and your company or some other company could 
come in and get another plant. That if Shell was required to bid 
plant by plant, you might beat them out on the plant you were bidding 
on and, therefore, their total bid on the three plants, which they were 
bidding plant by plant, would necessarily be less / 

Mr. Connotiy. Well, that is the law, as I understand it, Senator 
Morse, and I had difficulty with that when I first looked at it, but in 
all fairness and honesty, I think that is what it means. 

Now, when you say you, in your opinion, feel that that would dis 
criminate against the person who was trying to purchase one plant, | 
think it puts him under a burden, but that is the way T understand 
the law, and that is what was passed. We did the best we could to 
comply with it. 

Senator Morse. Let me try it once more, Mr. Chairman, from stil] 
another angle. 

I am trying to get clear in my mind the business advantage of hav- 
ing all 3 plants in a package on the part of a company that can 
use them in package form, and the price that they pay compared with 
the possible lesser price they would pay if they had to run the risk i 
some compen coming in and outbidding them on 1 plant, to wit, 
your case you wanted 1 plant. You might find it to vour advantage 
to Day more for that 1 plant than Shell Oil could pay for that 
plant unless Shell Oil could have assurance that it was going to get the 
other 2 plants. 

‘o, from the standpoint of operating the industry, was Shell, in 
your opinion, in an advantageous position industrywide by being al- 
lowed to bid on a package basis, whereas you, not having an inter est in 
the other 2 plants, were necessarily restricted to a bid on 1 plant? 
Do I make myself clear ? 

Mr. Connotiy. You make yourself clear, Senator, but let us not 
confine that to Shell. IT think that same thing is true of all the other 
hidders that wanted to bid on an integrated basis, and I understand 
they had the right to do that, and they were not required i in their bid 
to state that they would actually purchase it, but “This is the amount 
we assigned to each one of the facilities that we bid on the integrated 
basis.” 

Senator Morsr. One more, and Iam through. 

Does allowing the package-bid procedure, in your opinion, increase 
the possibility of greater monopolistic control within the industry, 
whereas one of our objectives, I hope, is to increase competition w ithin 
the industry ? 

Mr. Connotiy. Well, Senator Morse, I was addressing my response 
to the other question, the question of purely a proposal to purchase. I 
have no knowledge on the question of monopoly in the industry. I 


do not know enough about the industry, Senator, to answer that ques- 
tion intelligently. 
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Senator Capenarr. Mr. Chairman, may I ask a question / 

Senator Frear. Senator Capehart. 

Senator Capruarr. | notice that Shell bid on all 3 of these fa 
cilities in a package bid, and I notice Standard Oil of California bid 
on all 3-but bid on them as individual plants. 

Mr. Connouiy. | have that point covered in my prepared statement. 

Senator CapeHart. And Dow Chemical Co. bid on all three, but 
il them separately, designated the amount they would pay. 

Senator Frear. I do not think that would be a separate bid for 
Plancor 965. 

Mr. Connotiy. I did not hear that, Mr. Chairman. 

Senator CaPeHART. Dow bid on all three of them. 

Senator Frear. That is right. 

Senator CapeHart. National Lead bid on GR-S plant, plancor 611, 
and the styrene plant, Planeor 929, but did not bid on the butadiene. 
Now, that means that Minnesota Mining & Manufacturing Co. and 
Midland Rubber Co., with Edwin W. Pauley, were the only bidders 

on the GR-S plant that did not bid on the other two? 

Mr. Connotiy. I think maybe that is correct, but I would want to 
refer to it before I answer it. 

Senator Frear. Your company bid on only 1 of those 3% 

Mr. Connotiy. That is right. 

Senator CareHart. My question is, When they all bid on GR-S 
Plancor 611, individually, except Shell Chemical Corp., was your bid 
the highest bid; that is, was your bid higher than Standard Oil of 
California? 

Mr. Connotiy. No; it was not, Senator. 

Senator Carpemarr. Dow Chemical or National Lead Co.? 

Mr. Connotty. Dow Chemical Co., as I reeall it, did not break 
down its bid either, and neither did National Lead. 

Senator Frear. But Dow Chemical Co. made a separate bid for 
Plancor 929, did they not ? 

Mr. Connotiy. That is right; yes. 

Senator Caprnarr. Did the *y make a separate bid on Plancor 611? 

Mr. Connotzy. I do not think so: no. 

Senator Carpenart. Did Standard Oil Company of California give a 
separate bid on Planeor 611? 

Mr. Connonzy. Standard Oil Company of California bid on 4 dif 
ferent plants, and they had 11, as I recall it, combinations. They broke 

it down in great detail. 

Senator Cappnartr. Was your bid higher than the Dow Chemical 
Co. and the Standard Oil Company of California ¢ 

Mr. Connotiy. Well, it is my recollection—I would have to check 
Dow Chemical, but my recollection is Dow Chemical did not break 
down its bid on the copolymer plant. I am speaking now purely 
from recollection. 

Senator Capgenarr. How about Standard Oil? 

Mr. Connotiy. No, it was not higher, Senator. 

Senator Capenart. Then, you would not have gotten the plant any- 
way ¢ 

Mr, Connotiy. That is a question of speculation. 

Let me say this for the record: There were a great deal of runiors 
flying around, as there always are, and there was a rumor there was a 
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package bid in there, and no matter what you did, it did not make 
much difference, you were not going to get it anyway. And for that 
reason, we just kind of folded up and went home. I am not blaming 
anybody for that, but that was the situation we were faced with. 

I would 

Senator Frear. Had Senator Morse finished ? 

Mr. Connotiy. I would like to finish that quote: 

Shell stated at the outset that its interest was only in the acquisition of all 
three plants for integrated operation. It wanted no single plant and no combina 
tion of two. It represented that its proposal was calculated solely on this basis, 
and consequently declined to assign figures to each of the three facilities. Shell's 
package price represented the highest aggregate amount offered to the Com- 
mission for the three plants. The Commission negotiated with other companies 
that filed proposals on these plants, and in subsequent negotiations Shell raised its 
price. Its package proposal still represents the greatest aggregate return 
to the Government for the three plants. The final negotiated figure with Shell 
meets the Commission’s ideas on full fair value for the facilities concerned. 


Senator Capenart. I understand the Shell people will be testify- 
ing tomorrow, I believe it is. 

Will you be available then for more questions? 

Mr. Connotiy. Well, I do not want to be in contempt of either the 
Senate or the House, Senator. I have a letter from the chairman of 
the Armed Services Committee that asked me to be available to- 
morrow, over there. 

Senator Carenart. Well, maybe you can make both. 

Mr. Connotuy. I will try to be in two places at once, try to do the 
best I can. 

Senator Capenart. Well, you will only be there a short time. 

Mr. Connotxy. Did the Chairman want me to continue? 

Senator Frear. Until you have completed. 

Senator Morse. You are finishing before lunch? 

Senator Frear. If it is not going to be too much longer, we might. 
T had not questioned the witness on that. 

Senator Morse. I am already late for my lunch, and I want to ask 
some more questions. 

Senator Frear. Unless there is objection, we can continue on some- 
what longer, if that is agreeable. 

Senator Morse. If we start at 2:30, will he be back on the stand? 

Senator Frear. Not if he finishes, but, of course, if he does not 
finish, he will. 

Mr. Connotiy. I will accommodate myself to suit the convenience 
of the Committee. I will be back at 2:30 or I will go on. 

Senator Morse. It is only my preference, but I would like to have 
him come back at 2:3 

Senator Frear. If there are no objections, then, we will recess now 
until 2: 30, in this room, this afternoon. 

(Wher eupon, at 12:50 p. m., the subcommittee recessed until 2:30 
p.m.) 


AFTERNOON SESSION 


Senator Morse. The hearing will come to order. 

In the absence of the Chairman, I will call the meeting to order. 
Mr. Connolly, you may proceed in your own way. 

Mr. Connotiy. Thank you, Senator. 
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Senator Morse. You were discussing the quotation on page 28 of 
the supplement at the close of the hearing this morning. 

Mr. Connoutiy. I think I have finished that quotation. 

| would like, now, to call attention to section 9 (d) of the act, which 
provides that: 

No rubber-producing facility shall be sold or leased except in accordance with 
this act or in accordance with section 7 (d) (4) of the Rubbert Act of 1948, 
as amended. 

Section 16 of the act provides : 

In arriving at its recommendations for the disposal of the facilities, the Com- 
mission shall use, as the basis for negotiating the sale of each facility the 
highest amount proposed to be paid for each facility, if in the opinion of the 
Commission the highest amount proposed to be paid was a bona fide proposal 
and was submitted by a person competent to operate a rubber producing 
facility; * * * that in using such highest proposed amount as a basis for 
negotiations the Commission may negotiate with respect to any facility with 
any person who submitted a proposal on that or any similar facility and may 
recommend sale of any facility to any person who submitted a proposal on 
that or any similar facility at a price which is equal to, higher than, or lower 
than the highest amount proposed to be paid for each facility as the commis- 
sion determines will best effectuate the purposes of this act. 

Section 21 (c) provides: 


The term “rubber-producing facilities” means facilities in whole or in part, for 
the manufacture of synthetic rubber, and the component materials thereof, 
including but not limited to, buildings and land in which or on which such 
facilities may be located and all machinery and utilities associated therewith. 

That ends that quotation on those particular sections. 

Now, compliance with section 7 (b) is mandatory. We quote the 
following from the House Committee Report 593, pages 7 and 9: 

7 (b) is extremely important, for this provision states what must be con- 
tained in the bids. This is a protection for the Government as well as the 
bidder. * * * Paragraph 4 of subsection 7 (b) is mechanical in nature and 
requires the bidder to indicate the amount proposed to be paid for each of the 
facilities. 

That is the end of the quotation from the House Report. 

Now, in this same connection, we quote the following colloquy which 
took place on the floor of the Senate : 

Mr. JoHnson of Colorado. I wish to ask whether all the plants other than 
the three alcohol butadiene plants, will be sold in a single package, or whether 
they will be sold plant-by-plant, on bids on a plant-by-plant basis? 

Mr. CAPEHART. They will be sold on the basis of* plant-by-plant proposals; 
and the sales will be made plant-by-plant. 

As the House Report states, a compliance with paragraph 4, subsec- 
tion 7 (b) is required in the proposal to purchase and if not followed 
the proposal to purchase is a nullity and cannot properly be considered 
by the Commission as a proposal to purchase. To us, this seems clear 
and uns umbiguous, 

Government-owned rubber-producing facilities are referred to as 
“facilities” in section 7 (a). The term “rubber-producing facilities” 
as defined in section 21 (eh as meaning facilities, in whole or in part, 
for the manufacture of synthetic rubber, and the component materials 
thereof, including, but not limited to, buildings and lands in which or 
on which such facilities may be located and all machinery and utilities 
associated therewith. We feel that the term “facilities” means only 
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one thing—the 27 plants offered for sale, or any combinations of such 
plants, and that the term “each fac ility” can have but one meaning, 
that is, any 1 of the 27 plants offered for _ 

The Commission in issuing Release No. 1, referred to above, con 
strued section 7 (b) (4) of the act the same as we are construing it. 
And in issuing instructions in regard to who shall be eligible to 
negotiate for the purchase of a facility, construed section 16 in the 
same manner in which we do. Under section 16, as passed by the 
Senate, it would have been possible for a bidder to submit a proposal 
on a copolymer facility and by virtue of the proposal be accorded the 
right to negotiate for a butadiene or styrene facility without having 
submitted any initial proposal on a butadiene or styrene facility. 

In the conference on the Senate and House bills, this was deemed 
unfair. And I quote the following from page 17 of the Conference 
Report No. 1055. This was addressed to the question of an amend- 
ment to the act: 


However, the House conferees insist that this part of the Senate amendment 
be amended, for, on the basis of the Senate language, it would have been possible 
for all bidders to submit bids on a very inexpensive facility and still be permitted 
to negotiate for the purchase of any other facility in the program. The Senate 

‘onferees agreed to this change. Thus, this part of the conferees’ report now 
reads, as follows: 


“Provided further, That in using such highe ast proposed amount as a basis 
for negotiations, the Commission may negotiate with respect to any facility with 
a person who submitted a proposal on that or any similar facility and may recom 
mend sale of any facility to any person who submitted a proposal on that or any 
similar facility at a price which is equal to, higher than, or lower than the 
highest amount proposed to be paid for each facility as the Commission deter- 
mines will best effectuate the purpose of this act.” 

Still quoting from the report : 

This language will permit a bidder on a copolymer facility to negotiate for the 
purchase of another copolymer facility or it will permit a bidder on a butadiene 
facility to he considered for the purchase of another butadiene facility, but it will 
not permit a bidder on a copolymer facility to be considered for the purchase of a 
butadiene facility on the basis of that bid, nor will it permit bidders on an inex 
pensive catalyst plant to negotiate for the other more expensive facility 

That is the end of the quotation. 

Minnesota and its associates, having complied with the act—that is, 
the provisions of 7 (b)—and submitted a valid proposal to purchase 
Plancor 611, a colnalirenes plant, were eligible to negotiate with the 
Commission on Plancor 611, or any other copolymer pl: int offered for 
sale, but were not eligible to negotiate for the purchase of a butadiene 
or styrene plant, or to purchase any butadiene or styrene plant. 

Congress evidently wanted all interested parties to commit them- 
selves in a manner that could be used by the Commission as a basis 
for intelligent negotiation. Unallocated lump sum pack: uge bids are 
not in accord with this policy because the Commission is unable to 
determine the highest bid for any facility covered by such a bid and 
may thus be unable to negotiate intelligently. Tt is no accident that 
all successful prospective purchasers, with the exception of Shell, did 
state separately the aggregate amount proposed to be paid for the 

facilities proposed to be purchased by them on an integrated operation, 
and stated separately the Agaregate ¢ imount nroposed to be paid for 
each of the facilities proposed te be purchased on an individual basis. 
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For example, Standard Oil Co. of California submitted a proposal 
for the purchase of four different plants and stated: 

Purchaser offers to pay the sum of $16,600,000 for all the facilities defined 
n the proposal. The price proposed to be paid for each of the facilities except 
Plancor 611 on an individual basis is set forth in purchaser's alternative pro- 
osals. The price otherwise to be paid for Plancor 611 on an individual basis 
s $3,500,000. 

And in addition thereto, an examination of Standard’s proposal will 
show that the total aggregate amount which it proposed to pay for 
each facility separately totaled 316 million. In addition, Standard 

bmitted a lump sum package bid for all four of the facilities and 
offered to pay $16,600,000 under its combination bid, which amount 
yas $600,000 in excess of the total of the separate amounts. This 
proposal, we feel, complies with the act. 

Phillips bid upon two facilities. It specified the amount proposed 

o be paid for each facility separately. It stated its preference between 
the two facilities, and in addition, Phillips proposed to pay a lump 
sum for the two facilities in an amount which was $1,001,000 greater 
than the aggregate amount proposed to be paid for the two facilities 
separately. This proposal complied with the act. 

The Commission, in its report to Congress, page 28, set out and 
recognized that Shell had refused to state the amount proposed to 
be paid by it for each facility, as required by Public Law 205, and, 
as I called attention to this morning, that was set out on page 28 
and I will not repeat it. It is in the record. 

Now, in summing up, I might say that Congress wisely provided in 
the act for a look-see before the recommendations of the Commission 
became final. The matter is here for the consideration of Congress. 
Congress has the last say. There is no court that has anything to 
sav about it, in our opinion. 

Now, it is up to you to decide how, or whether Shell’s bid complied 
with the requirements. We repeal that Shell’s proposal was not in 
compliance with Public Law 205, 83d Congress, in that the Shell pro- 
posal did not state the amount proposed to be paid for each of the 
facilities on an individual basis, but only the amount proposed to be 

paid for three facilities on an integrated basis. Their proposal, hav- 
ing failed to comply with the mandatory provisions of the act, is a 
nullity and should not be considered by the Commission, 

There was some discussion this morning as to whether these plants 
were 1 plant, 1 facility, or whether they were separate plants and 
separate facilities. 

There was a picture shown to me, and I would like to call to the 
attention of this committee the brochure that was published by the 
Commission for each separate plant, Plancor 611, Plancor 929, and 
Plancor 963. 

In those documents, there is a picture of Plancor 611, which over- 
laps and shows part of Plancor 929, and there is a picture of Plancor 
929, and we have taken the liberty of outlining the boundaries of those 
plants, and also show you Plancor 963. Each one of these facilities, 

as we said this morning, are separate facilities. They have separate 
power plants. They are separate in every way. They have been 
operated independently by different managements, Shell operating 
Plancor 963, the butadiene: Dow Chemical Co. operating the styrene 
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plant, Plancor 929; and Midland, since 1950, operating the copolymer 
plant, Plancor 611. 

Senator Morse. We will mark for purposes of identification as 
exhibit No. 1 for inclusion in the appendix of this record only, not 
for the printed record itself, the exhibit entitled, “Government Owned 
Synthetic Rubber Facility Plancor 611, Los Angeles, Calif.,” 
published by the Rubber Producing Facilities Disposal Commission. 
(See p. 21a.) 

There will be marked for the purposes of identification as “Ex- 
hibit No. 2” another report by the Rubber Producing Facilities Dis 
posal Commission entitled, “Government Owned Synthetic Rubber Fa 
cility, Plancor 929.” (See p. 63a.) 

There will be marked as “Exhibit No. 3” for the appendix only, 
a third exhibit entitled, “Government Owned Synthetic Rubber Facil- 
ity, Plancor 963”, also published by the Rubber Producing Facilities 
Disposal Commission. _ (See p. 94a.) 

You may go ahead, Mr. Connolly. 

Mr. Connotiy. There was some talk this morning in regard to 
these plants being dependent. I would like to ask permission to—— 

Senator Morse. Have you left these exhibits for now ? 

Mr. Conno.iy. Yes. 

Senator Morse. I would like to ask a question on these exhibits. 
Is it your contention that these exhibits are some evidence that the 
Rubber Producing Facilities Disposal Commission itself, in its own 
identification of these plants, considered them three separate and 
distinct plants, rather than a combined facility ? 

Mr. Connotiy. That is correct, Senator. 

Senator Morse. Is it your contention that these exhibits constitute 
some evidence that the use of the term “facility” within the act re 
fers to specific plants that produce different rubber processes ? 

Mr. Connotiy. No, what we are saying is that the term “facili- 
ties’ as used in the act and as used by the Commission in its releases 
referred to the total number of facilities offered for sale. 

Senator Morse. In other words, there were 28. 

Mr. Connotiy. Twenty-seven. 

Senator Morse. Twenty-seven. And that the three facilities that 
this controversy is about were differently numbered and the Com- 
mission actually put out a separate brochure on each one of those 
numbered plants ? 

Mr. Connotiy. That is correct. 

Senator Morse. And that is what these exhibits constitute? 

Mr. Connotiy. That is correct. 

Senator Morse. And your conclusion is that therefore the Com- 
mission itself treated them as separate and distinct facilities under 
the law? 

Mr. Connoiiy. Yes; they set out the total facilities not only in 
those documents, but in their invitation for proposal to bid. .They 
listed 13 different plants for the manufacture of butadiene, I believe, 
and 2 for butyl rubber. No, I was wrong. The 13 is for butadiene- 
styrene rubber, and 2 for butyl rubber. Those 13 are copolymer 
plants; 2 for butyl rubber and 8 for butadiene plants, and 1 for 
styrene, and there is 1 miscellaneous facility referred to as Plancor, 
No. 543, located at Naugautuck, Conn. 
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Those in the aggregate, or any combinations of that group, consti- 

tute what we would refer to in the act as “facilities.” I do not feel 
that you can read the act, and read the testimony that was given in 
regi ard to the enactment of 205 and the releases put out by the Com- 
mission and come to any other conclusion. 

Senator Morsr. Is it your contention, Mr. Connolly, that when the 
Commission sold the package or proposed to sell the package to Shell 
and combined the properties that are separately covered in exhibits 
1, 2, and 3 just identified, they misinterpreted the proper meaning 
of “facility” as used in the act? 

Mr. Connotiy. Not in the recommended sale, Senator. It is our 
contention that if Shell had complied with the provisions of section 
7 (b), which we feel are mandatory, then and only then would it 
become eligible to negotiate for the three facilities. Having failed to 
comply with the provisions of 7 (b) and state what they were willing 
to pay for plant 611, plant 929, and plant 963, their bid or proposal 
wasa nullity. Therefore, the Commission should not have negotiated 
with them, nor should they have recommended the sale. 

Senator Morse. I think I understand it now, but if you will let me 
ask this once more, I want to be sure that I understand your argu- 
ment: Your quarrel is not with the Commission on the basis of any 
argument that they combined these three plants, according to your 
definition, into one facility and took a package bid on it, but ‘that they 
did not require a separate bid on each one of the plants. Had they 
done the latter, then they would have been within the law if they had 
taken a package bid on the three combined. 

Mr. Connoutiy. Well, when you use the word “require,” I think 
they did require, but that Shell failed to meet the requirements and 
state what they would pay for each facility. Then that made Shell’s 
bid ineligible to negotiate for purchase. 

Senator Morss. So your objection to the sale is then narrowed down 
to the argument that because the Commission did not receive from 
Shell a separate bid on each separate facility or plant, Shell simply 
failed to comply with the law and the package bid should be thrown 
out. 

Mr. Connotty. That is correct, but I do not want to be misunder- 
stood as saying that the act required Shell to purchase these plants 
individually. It required, as I understand it, them to state how the 
$27 million was divided between the different plancors. 

Senator Morse. Your argument then is that the act did not require 
Shell to bid on each separate plant, but only to put in one bid and 
say what the proportion was as to each plant in this bid ? 

Mr. Connotiy. That is correct. As I stated this morning, Senator, 
if Minnesota and its associates were the only bidders on Picnesa 611 
and Shell had a package bid, as it did, for all three of them, I - 
not know how the Commission could figure out what Shell’s bid wa 
on that particular plant. 

Senator Morsr. I may have misunderstood you a moment ago, Mr. 
Connolly. To clarify the record, is it your position that the Com- 
mission had a duty under the law to require Shell to bid on each plant 
and then submit, if it wanted, a package bid, a total bid, on the three? 

Mr. Connouty. That is right. Not that they would say that we 
will actually buy those separate plants. They had to break down 
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their bids and allocate to each one of those plants a proportion of 
their package bid. 

Senator Morse. Now IT want to go back to the problem that I was 
seeking to discuss with you at the time of recess. Do you think that 
the Shell bid in its package form had the effect of squeezing out every 
other bidder / 

Mr. Connotiy. You mean its failure to break down / 

Senator Morse. Yes. 

Mr. Connotiy. I do not think that in itself had that effect, no, be 

‘ause under the law they were permitted to put in a package bid. 
But in addition thereto, they were sup yposed to divide that up between 
the different plancors so that the Commission would have some basis 
to begin negotiating with other people so they could get the thing 
up to where it might be. 

Senator Morse. Is it not true that if they put im a separate bid on 
each plant, then a total package bid, other bidders would have a bet- 
ter chance of buving an individual plant when the Commission came 
to review the bids on the individual plants, but by permitting a pack 
age bid, the other bidders on the individual plants were discrimi- 
nated against. 

Mr. Connotiy. Well, I don’t know whether I would put it quite 
that way. I would say mt at the Commission had just as much right 
to negotiate and recommend the sale of these three plancors to Sin 
clair Oil Co., who T understand never bid on any facilities at all, 
any other party that the Commission might want to negotiate with. 

Now, as I read the act, the Congress was considering what are these 
proposals for, and they wrote section 7 and section 7 (b) before they 
ever even had in the act section 16. And then they come along with 
these negotiation provisions. 

Now, I think in the light of what probably has happened, it would be 
better, if this question ever comes up in the future. if the Congress, 
in its wisdom, would see fit to say “I think it is for the best interests 
of everybody that nobody be allowed to put ina package bid unless 
he or it also says “We bid on Plancors 611. 929 or whatever it might be. 
and we will actually pay your so much. We propose to purchase it.’ 
Now, that is not in the act, as I understand it. 

Senator Morse. I wish you would discuss a hypothetical or two with 
me. As we take this act and read it from the four corners, and the 
debate that went on in connection with its passage, do you find any 
basis for reaching the conclusion that Congress at least was not 
deliberately seeking to promote monopolistic control over any large 
number of these plants, but was seeking to increase competition within 
this particular industry. 

Mr. Connouiy. Well, there are all kinds of statements to that effect 
in the act and in the directions and in the fact that they asked the 
(Commission to refer certain of these matters to the Attorney General 
for his opinion as to whether or not the purchase would violate the 
antitrust laws. I think it is throughout the act and throughout the 
hearings. There is no question about that. 

Senator Morse. All right. Using that hypothetical, then, and call- 
ing it the major premise in this syllogism, take another hypothetical. 
lf you were a representative of an independent company, and you 
sought to buy one of these plants, would you feel that vou were in 
2 stronger competitive position in bidding if all other bidders were 








of 


hat 
ery 


on 
et - 
mie 
ck 


1 


lite 
rht 
in 
or 
ith. 
ese 
1e\ 
ith 


L be 
PSS, 
sts 
less 


be. 


ith 
the 
ny 
not 
ree 
hin 


‘ect 
the 
ral 
the 
the 


all- 
eal. 
you 
in 


ere 





RUBBER FACILITIES DISPOSAL 105 





equired, by the Commission, to bid on each plant separately than if 
on were confronted with a situation in which one bi dder was allowed 
to bid a package bid on several plants, one of which was the plant vou 
were bidding on. 

Mr. Connoniy. Yes, no question about it. That is exactly our 
pomlt.. I assume, when you ti alk about bide ling now, you are not using 
that in the sense that I said I will actu: ally purchase this, but to allo- 
cate or assign a certain portion of the total bid to each plant. 

Senator Morse. Going to my third hypothetical, if you were com- 

any Z, which we will define as a company with monopolis stic tenden- 

and you were aware that some independent companies were about 
to “hid pretty good prices on individual plants, and you wanted to 
4 aaa them out, would it not be to your advantage to make a high 
j sickage bid on all the plants combined / 
Mr. Connouiy. P urely on the basis of the hypotheti cal question, 
| would answer it in the affirmative. 

a Senator Morsr. I am just talking about hypotheticals. From a 
legislative standpoint, if you were a legislator and sought to 
strengthen competition and check monopoly, would you favor lan- 
eunge ina law that would seek to make clear that the bids should be 

ubmitted on individual plants basis? 

Mr. Connouiy. I think I stated that before, as to the drafting of 
any such type of legislation in the future, I would think, from look- 
ing backward at the experience that we have here—I am not casting 
any reflections on anybody—lI think that that would be the safest way 
in which Congress should handle the matter 





5 Senator Morse. All right. Having discussed those hypotheticals 
— with me, is it your opinion that the bidding practice on the part of 


Shell that was approved by the Commission had the effect of dis- 
criminating against the independent companies that bid on a plant- 
by-plant basis and discriminated in favor of Shell that bid ona pack- 
age basis ? 

Mr. Connotiy. Well, that is a hard question to answer, Senator, 
because of the peculiarities of this particular situation. 

\s I said this mornimg, I think the Commission did an outstanding 
job. But we feel that they just proved that they are human, like the 
rest of us, and made a mistake in this Shell matter. 

Senator Morse. I just want to be absolutely certain that I under- 
stand the basis of your complaint. Is it solely your feeling as a law- 
v‘ er that the Commission did not strictly follow the law in this matter 
or is it also because you think as a result of its not following the law 
in 1 this matter, it has resulted in some discriminatory practices within 
the industry as far as the sale of the property was concerned. 

Mr. Connotiy. Well, I think as we outlined in our letter to Sen- 
ator Fulbright, we felt that by reason of the award and the manner 

® in which Shell was permitted to bid, we had been discriminated 
agamst, yes. 

Senator Morsr. Senator Douglas. 

Senator Dovenas. Mr. Connolly, I am not a lawyer, but I think 
that you probably have a very good legal case in this matter. But I 
would like to look forward for a moment, and I would like to ask 
you if you are still interested in purchasing one of these plarits. 

Mr. Connotiy. I am permitted to say, in behalf of our company, 
ves, we are still interested in purchasing ‘Plancor 611. 
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Senator Doveras. Are you interested in purchasing all three of the 
plants ? 

Mr. Connotiy. We have not considered that. 

Senator Dovetas. You see the position we are in. If we were to 
cancel the contract with Shell, the agreement with Shell, and two 
of the plants were to lie idle, if no other purchaser appeared, and 
if the price which you offer for the plant you want would be relatively 
low, I think that it would be said that while we might have followed 
the strict letter of the law, it would be difficult to make out a case 
that we had served the public interest. 

Mr. Connotiy. I would say in answer to that question, Senator, 
that I am expressing my opinion and the opinions of our associates 
that if such a contingency arose, and the Senate did not recommend 
the disposal of these particular plants to Shell, and they were placed 
on the market for invitations for proposals to purchase, you would 
have no difficulty in getting people interested in purchasing. I think 
someone said there were 13 bids on 1 of these plants. 

Senator Dove.as. Yes; for the styrene plant. 

Mr. Connotiy. There were other bidders on the butadiene plant. 
And we are still interested in 611. And whether we will be interested 
in the entire three plants is something that we have not considered, 
Senator. But I am sure that there will be plenty of interest in 
purchasing by others. 

Senator Morse. Senator Bush, do you have any further questions 
at this time? 

Senator Busn. I have none. 

Senator Morse. I have one more, Mr. Connolly. I want to make 
certain I understand your position. In objecting to the procedure 
that has been followed by the Commission in accepting the package 
bid of Shell, and representing an independent company as you do, 
are you in any sense objecting to a package sale to a large company 
as a result of which sale you think it may make it more difficult for 
the independent aes in the industry ? 

Mr. Connotiy. No. I address myself to the one point. We think 
that the recommendation was in error and did not comply with the 
law and was illegal, and we think that we have been discriminated 
against. I know nothing about the other question you ask, Senator. 

Senator Morsr. Your objection i is entirely on the basis of what you 
consider to be a failure on the part of the Commission to follow the 
legal requirements of the law. 

Mr. Connotty. That is correct. 

Senator Morse. Any question as to the effect of accepting this bid 
on the part of Shell in respect to whether it will increase or decrease 
competition within the industry is a matter in regard to which you 
do not purport to testify. 

Mr. Connotiy. That is right. I have not studied that matter. As 
I said this morning, I do not know enough about the industry. I 
listened to Judge Barnes testify this morning, and I assume that 
he has gone into that quite thoroughly. 

Senator Morse. But the record is perfectly clear that even if the 
Commision had followed the legal interpretation of the statute that 
you place upon it, your company still would not have been the high 
bidder on this plant. 
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Mr. Connotiy. That is speculation. As I stated this morning, be- 
cause of the statements we heard, whether they should have been given 
credence or not, I do not know, about the package bid, regardless of 
what we did, it would depend upon what our neighbor did in one of the 
other plants. If we said yes, we will come up and we will meet any 
bid or top any bid on this 611, we don’t know what anyone else is going 
to do on 929 or 963. That is in the lap of the gods. We have no control 
over that. 

Senator Morsr. Is it your testimony that the information that you 
obtained as a bidder, that a package bid had been or was going to be 
accepted, so discouraged you that you ceased your efforts in negotia- 
tion to possibly proffer a higher bid which might have turned out to 
be the top bid ¢ 

Mr. Connotiy. That is correct. 

Senator Morse. Did anyone in the Commission officially tell you 
that a package bid was being considered ? Per 

Mr. Connotiy. I never considered the matter with the Commission 
personally. And whether or not anyone else in our organization was 
told that, I do not know, sir. I want to say that we got very fine treat- 
ment as far as the members or the people that we dealt with in the 
Commission. 

Senator Morsr. As far as you know, your decision to desist in fur- 
ther bid negotiations was because of the fact that you had become satis- 
fied by a rumor that it was wasted effort because a package bid was 
going to be accepted. 

Mr. Connotiy. It was a rumor at that time, but it proved to be 
correct later, when the report came out. 

Senator Morse. Well, you can see what I am seeking to lay a 
foundation for here: to what extent as a party in interest you might 
have had a duty to proceed to make the fast best offer that you felt 
that you could make for the plant, and then thereafter raise legal 
objections to the procedure followed by the Commission. 

Mr. Connotxiy. I might say that we did not know what that last 
best offer was. Our offer might have been high enough and probably 
top anything else on Plancor 611. But then it depended on what the 
others did on Plancors 929 or 963, because of the way the thing was 
being handled. We had to meet or top a $30 million bid to get a 
copolymer plant that we thought was worth $3 million. 

Senator Morse. Did you not know that at the time? 

Mr. Connotty. No, we did not know that at the time. We did 
know that if there was a package bid in there and it was high, we 
probably would have to bid high enough and then the bidders on the 
other two plants so that the aggregate would top the $30 million or 
whatever it might be. 

Senator Morse. But even at that time, as this record now shows, 
you had not topped the highest bid that had been made on this par- 
ticular plant by other individual bidders. 

Mr. Connotiy. That is correct. 

Senator Morse. You had no knowledge as to what their bids were 
either. 

Mr. Connoutty. No, sir; we did not. 

Senator Morse. But you were dissuaded from further bidding be- 
cause someone told you that in effect the Commission was going to 
accept a package bid. 
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Mr. Connotiy. No, I would not put it that way Senator—I would 
not say we were dissuaded because of the rumor there was a package 
bid and the package bid was quite high, and we became discouraged, 
as I said, and packed up and went home. 

Senator Morse. Any further questions? Thank you very much, 
Mr. Connolly. I now yield to my senior as temporary chairman, 
Senator Douglas. 

Mr. Connoutiy. I would like to ask the permission of the Committee 
if I might insert in the record later on a copy of a letter we received 
from one furnisher of styrene. We may want to put it in the record. 
if we may have that permission. Thank you. 

Senator Morsr. That may be done. 

(The following was later received for the record :) 

Dow CHEMICAL Co., 


Widland, Mich., March 15, 1954. 
Dr. B. J. OAKES, 
Vice President and Manager of Special Products, 
Minnesota Mining & Manufacturing Co., 
St. Paul, Minn. 

Deak Dr. OAKE: Some time ago we made you a quotation on monomeric 
styrene for the manufacture of GR—-S rubber in the event that you should pur- 
chase and operate one of the Government rubber plants. The indicated price 
was 19 cents per pound, freight equalized with competitive producing points. 
If we were to quote you today under like conditions and current delivery, the 
price would probably be 18 cents. However, it does seem to us a little pre- 
mature to attempt to set an exact figure when the purchase of the plant and 
the first consumptien of monomer by the private Owners may be 2 or 3 years 
hence. 


As you know, our company is the largest single producer of Stvrene, owning 
and operating plants in two widely separated locations, and from these we hope 


to serve you if, and when, you do purchase one of the Government plants. When 
the time arrives, or when such a purchase appears to be imminent, we would like 
to sit down with you and discuss contractual supply arrangements. I am sure 
we can arrive at fair and mutually advantageous conditions of sale. 
Yours very truly, 
DoNALD L. Grpp, 
Plastics Department. 


(Mr. Connolly later submitted the following for the record :) 


Maren 10, 1955. 
MEMORANDUM 


IS SECTION 7 (b) (4) OF THE RUBBER DISPOSAL ACT MANDATORY OR DIRECTORY ? 


Whenever the word “shall” is used in a statute, there is room for argument as 
to whether the legislature intended that the word be construed, in its ordinary 
sense, as a command or whether it was intended as merely a suggestion, i. e., 
used in a directory sense. Countless decisions of State and Federal courts have 
dealt with this question. Although the result has not been the same in each 
case, virtually all courts appear to take a fairly uniform approach to the ques- 
tion. It is perhaps best exemplified by the following statements. 

In Vaughan v. John C. Winston Co., 83 F. 2d 370, 372 (10 Cir. 1986), the court 
said: 

“Whether a statutory requirement is mandatory in the sense that failure to 
comply therewith vitiates the action taken, or directory, can only be determined 
by ascertaining the legislative intent. If a requirement is so essential a part of 
the plan that the legislative intent would be frustrated by a noncompliance, 
then it is mandatory. But if the requirement is a detail of procedure which 
does not go to the substance of the thing done, then if is directory, and nonecom 
pliance does not invalidate the act.” 

In Ballou v. Kemp, 92 F. 2d 556, 558 (D. C. Cir. 1937). the court said : 

“The word ‘shall’ in its ordinary sense is imperative. ‘When the word “shall” 
is used in a statute, and a right or benefit to any one depends npon giving it an 





RUBBER FACILITIES DISPOSAL 109 


erative construction, then that word is to be regarded as peremptory But 

ntent of the act controls, and when the spirit and purpose of the act require 
he word ‘shall’ to be construed as permissive it will be done * (Lewis’ 
Sutherland Statutory Construction, 2d ed., 1904, p. 1155). 

Whether the language of a statute is imperative or merely permissive depends 
on the intention as disclosed in the nature of the act and in the context Al 
though the words of a statute are merely permissive, directory, or enabling, they 
mav nevertheless have the force of words of command where the power or duty 

vhich they relate is for the advancement of public justice or the security and 

rotection of public or private rights * The word ‘shall’ in a statute may 
construed as ‘may’ where the connection in which it is used or the relation into 
which it is put with other parts of the same statute indicates that the legislature 
ntended that it should receive such a construction; but if any right to anyone 
depends on giving the word an imperative construction, the presumption is that 
he word was used in reference to such right or benefit. ‘Shall’ ought undoubted|y 
» be construed as meaning ‘must’ for the purpose of sustaining or enforcing an 
existing right, or when a public body is directed to do certain acts (25 R. C. L. § 15, 
pp. 767-769) .”” 

With these principles in mind, careful analysis of section 7 (b) (4) shows 
without any doubt that it is mandatory and not directory. Section 7 (b) (4) 
is closely related to section 16, which is one of the fundamental provisions 
of the act insofar as it prescribes the method for negotiating the sale of the 
plants. Under this provision, the Commission must use as the basis for nego- 
tiating the sale of each facility the highest price proposed for each. The legisla- 
tive history is replete with statements indicating the vital importance Congress 
attached to this provision, and Congress’ belief that the public interest would 

served by it. Congress was convinced that section 16 was the soundest 
method for the sale of the plants. 

Obviously, it would be impossible for the method prescribed by section 16 
to be followed unless section 7 (b) (4) were mandatory. If this section were 
merely directory, the Commission would have to negotiate, as in fact it did, 
without being certain of what the highest bid was on each facility unless bid- 
ders voluntarily chose to specify an amount for each facility. Inability to 
adhere to section 16 is, therefore, a corollary of construing section 7 (b) (4) 


as directory. And this necessarily impairs the public interest sought to be 
protected by Congress when it enacted section 16, viz., creating the most favor- 
able climate for achieving the full fair value of each plant. The United 
States Supreme Court in Escoe v. Zerbst, 295 U. S. 490, 494 (41934) 


_-_ 


has stated : 

“Statutes are not directory when to put them in that category would result 
in serious impairment of the public or the private interests that they were 
intended to protect.” 

Apart from the conflict with section 16 which would ensue from construing 
section 7 (b) (4) as directory, it is clear that such a construction would render 
all of the subsections of section 7 (b) meaningless, since the mandatory word 
‘shall” applies to the other subsections as well as 7 (b) (4). Thus, it would not 
be essential to identify the person on whose behalf a proposal was submitted: 
proposals would not have to be in writing: the facility or facilities would not 
have to be described ; plans for feedstock and disposition of end products would 
not be necessary: and general terms and conditions under section 7 (b) (5) 
could be concealed until actual negotiations were in progress. Certainiy, Con 
gress did not intend such a preposterous result. This is particularly true with 
respect to section 7 (b) (4) hecause of the essentiality of the information re 
quired by it for compliance with section 16. In this connection, it should be noted 
that the House report, in discussing section 7 (b) (4), states that it “requires 
the bidder to indicate the amount proposed to be paid for each of the facilities. 

*" (H.R. Rep. No. 593, 83d Cong., 1st sess. 9 (1953).) [Emphasis added. ] 
There is no indication in the House committee report or in any other part of the 
legislative history that section 7 (b) (4) was meant to be directory. Indeed, 
the word “requires” in the House report indicates just the contrary. 

Not only does the plain language of section 7 (b) (4) and its relationship to 
section 16 compel the conclusion that it is mandatory, but within section 7 itself 
Congress clearly showed that it knew how to distinguish between a mandatory 
and a directory provision. Section 7 (¢) provides that “* * * the Commission 
may * * * disclose the contents of the proposals. * * *” [Emphasis added.] 
In Anderson v. Yungkau, 329 U. S. 482, 485 (1947). such a combination of usage 
was deemed by the Supreme Court to show that “shall” was used in a mandatory 
sense. The court said: 


59961— 55——-& 
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“The word ‘shall’ is ordinarily ‘the language of command.’ Escoe v. Zerbst, 295 
l’. S. 490, 498. And when the same rule uses both ‘may’ and ‘shall’, the normal 
inference is that each is used in its usual sense—the one * * * being permissive, 
the other mandatory. See United States v. Thoman, 156 U. S. 353, 360.” [Er 
phasis added. ] 

While the foregoing abundantly demonstrates that section 7 (b) (4) must be 
construed as mandatory on the basis of the rules of construction laid down by 
the Supreme Court and various United States Courts of Appeals, it may be helpful 
to set forth citations of some of the many State court decisions to the same effect 
EK. g.. McDonald v. Frohmiller, 163 P. 2d 671, 674 (Ariz. 1945) (“shall” held man 
datory) ; Swift v. Smith, 201 P. 2d 609 (Colo. 1948) (presumption is that “shall” 
when used in statute is mandatory) ; Harrell vy. Southeastern Pipe Line Co., 10 
S. FE. 2d 386, 393 (Ga. 1940) (same); State v. Meeker, 105 N. E. 906, 907 (Ind 
1914) (ordinarily, “shall” in statute presumed mandatory); Vale v. Messenger, 
168 N. W. 281, 283 (Ia. 1918) (ordinarily, “shall” in statute is presumed to be 
mandatory) ; Skaggs v. Fyffe, 98 S. W. 2d 884, 886 (Ky. 1936) (‘“shall” in statute 
usually mandatory in absence of contrary legislative intent) ; Elmer v. Commis 
sioner of Insurance, 23 N. EB. 2d 95, 97 (Mass. 1939) (“shall” in statute commonly 
mandatory and inconsistent with idea of discretion) ; Potter v. Ritchardson, 230 
S. W. 2d 672. 675 (Mo. 1950) (“shall” is mandatory) : State v. Dilworth, 258 P. 
246, 248 (Mont. 1927) (“shall” in statute mandatory); Ruppert v. Edwards, 
216 P. 2d 616, 629 (Ney. 1950) (“shall” is mandatory) ; Jersey City v. Department 
of Civil Service, 76 A. 2d 830, 835 (N. J. 1950), affd., 81 A. 2d 777 (1951) (presump- 
tion is that “shall” in a statute is used in mandatory and not directory sense) : 
In re Boulevard Theatre & Realty Co., 186 N. Y. 8S. 480, 481 (N. Y. 1921), affd., 
132 N. E. 910 (1921) (“shall” in statutes generally mandatory) ; Poole v. State 
Board of Cosmetic Art Examiners, 19 S. EF. 2d 635, 637 (N. Car. 1942) (“shall” 
in statute mandatory): Willis v. Seely, 68 N. E. 2d 484, 485 (Ohio 1946) (word 
“shall” in statute usually mandatory depending upon fair construction of stat- 
ute); Jn re Fear, 26 A. 2d 457, 459 (Penn. 1942) (“shall” in statute mandatory 
when public welfare so requires) ; Seaboard Surety Co. v. Com., 27 A. 2d 27, 29 
(Penn. 1942) (“shall” in statute mandatory) ; Louisville & N. R. Co. v. Hammer, 
236 S. W. 2d 971, 973 (Tenn. 1951) (same); Elms v. Giles, 173 S. W. 2d 264, 268 
(Tex. 1948) (“shall” in statute mandatory); State ex rel Boone County Coal 
Corp. v. Davis, 56 8. E. 2d 907, 913 (W. Va. 1949) (same) ; Equitable Life Assur. 
Soc. v. Host, 102 N. W. 579-583, 584 (Wisc. 1905) (same). 

Although the word “shall,” when used in a statute has been held to be direc- 
tory, it is virtually certain that any such case will reveal upon analysis that the 
matter held to be directory was relatively unimportant in the overall adminis- 
tration of the statute or that no public or private interest was prejudiced by such 
a construction. Since the contrary is true of section 7 (b) (4), such cases have 
no bearing on its construction. 


Senator Dovetas. The next witness is Mr. John Blalock, attorney 
at law, Houston, Tex., appearing in behalf of Mr. Edwin W. Pauley. 

At this point I would like to have the letter of Minnesota Mining 
addressed to Senator Fulbright put in the record. 

(The letter referred to follows:) 


MINNESOTA MINING & MANUFACTURING Co., 
February 22, 1955. 
Hon. J. W. FULBRIGHT, 
Chairman, Senate Committee on Banking and Currency, 
Senate Office Building, Washington, D. C. 


DEAR SENATOR FULBRIGHT: We are writing this letter to you as one of 
several unsuccessful bidders for the purchase of Government-owned rubber pro- 
ducing facilities on the west coast. 

Our company, together with our wholly owned subsidiary Midland Rubber 
Corp., submitted a proposal to purchase Plancor 611, a copolymer plant located 
at Torrance, Calif. 

In our opinion, the proposal to purchase Plancors 611, 929, and 963 submitted 
by the Shell Chemical Corp. and recommended for acceptance by the Rubber 
Producing Facilities Disposal Commission did not comply with Public Law 205, 
83d Congress (known as the “Rubber Producing Facilities Disposal Act of 1953”) 
in that the proposal by Shell did not state the amount proposed to be paid for 


each of the facilities, and was therefore, improperly considered by the Com- 
mission. 
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If our interpretation of the act is correct, the recommended sale of these plants 
to the Shell Chemical Corp. should be disapproved. 

Public Law 205, 83d Congress, authorizes the disposal of the Government- 
Owned Rubber Producing Facilities. Section 7 (b) of this act provides as 
follows: (See p. 8 (a) of the Report to Congress by the Rubber Producing Fa- 
cilities Disposal Commission. ) 

“(b) Proposals shall be in writing, and shall contain, among other things— 

* * 

“(4) The amount proposed to be paid for each of the facilities, and, if such 
amount is not to be paid in cash, then the principal terms of the financing ar- 
range-proposed.” [Emphasis supplied. ] 

Pursuant to the above statute, the Rubber Producing Facilities Commission 
(hereinafter referred to as the “Commission”) issued certain instructions and 
information, entitled Release No. 1 (see p. 5 (a) of the Report to Congress). 
Paragraph 4 of these instructions provides as follows: 

“4. Proposals shall state the amount proposed to be paid for each of the facili- 
ties. Where a proposal contemplates acquisition of several facilities for inte- 
grated operation, it shall state separately the aggregate amount proposed to 
be paid for such facilities on such an integrated basis, and the amount otherwise 
proposed to be paid for each of the facilities in question on an individual 
basis. * * *” 

Pursuant to an official advertisement published on November 18, 1953, by the 
Commission, entitled “Invitation for Proposals” (see exhibit A of the appen- 
dix to report to Congress) the Shell Chemical Corp. submitted a proposal 
for the purchase of three of these plants, namely, Plancors 611, 929 and 963 
(see pp. 156-7 of the supplement to the report to Congress) in which Shell 
stated in paragraph 10, entitled ““Purchase Price” : 

“The aggregate amount we propose to pay for Plancors 611, 929 and 963, 
together, is $27,000,000 (twenty-seven million dollars). 

“We do not state the amounts we propose to pay for any of the facilities on 
an individual basis as we do not propose to purchase individual facilities.” 
[Emphasis supplied. ] 

The Commission itself, in its report to Congress, recognized that Shell had 
refused to submit a bid on each facility as required by Public Law 205, and 
stated as follows in discussing the sale of the styrene plant (see p. 28 of the 
report to Congress). 

“At the same time there were three proposals for the west coast copolymer 
plant, including the package bid of Shell Chemical Corp., amounting to $30 
million for the styrene plant, the butadiene plant at Torrance, Calif., and the 
copolymer plant. Shell stated at the outset that its interest was only in the 
acquisition of all three plants for integrated operation. It wanted no single 
plant and no combination of two. It represented that its proposal was calcu- 
lated solely on this basis, and consequently declined to assign figures to each 
of the three facilities. Shell’s packaged price represented the highest aggre- 
gate amount offered to the Commission for the three plants.” [Italics supplied.] 

In our opinion the Shell Chemical Corp. proposal was not in compliance with 
section 7 (b) (4) of Public Law 205, 83d Congress, or paragraph 4 of release 
No. 1 by the Rubber Producing Facilities Disposal Commission in that the 
Shell proposal did not state the amount proposed to be paid for each of the 
facilities on an individual basis but only the amount proposed to be paid for 
three facilities on an integrated basis. 

Because the Shell proposal did not conform to the standards prescribed by 
Congress, it was invalid and improperly considered by the Commission. It is 
immaterial whether or not the Shell proposal constituted the highest bid for 
these three plants because the proposal itself was invalid. Its acceptance by 
the Commission gave Shell an undue advantage not permitted by the law. 

Accordingly, the Senate or the House should pass a resolution in accordance 
with section 28 (b) of Public Law 205 declaring that the Senate or the 
House does not favor the sale of Plancors 611, 929, and 963, as recommended in 
the report of the Commission. 

Legislation should be passed which would enable the Rubber Producing Facili- 
ties Disposal Commission to receive proposals and negotiate new contracts 
for sale of Plancors 611, 929, and 963, under the same terms and conditions 
prescribed in Public Law 205. 

Respectfully, 


H. P. Bugetow, President. 
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Senator Dovugias. Mr. Blalock, ] wonder if you would want to make 
your statement part of the record immediately, and then you can 
either read it or summarize it, as you wish. 

Mr. Biatock. Thank you, sir. Mr. Chairman, I believe that in the 
interests of time, and continuity of thought, that I will at least read 
the greater part of the statement, where it is not exactly repetitious 
with testimony that has heretofore been given, and then I will com 
ment upon other phases of the evidence which has been presented up 
to date. 

Senator Doveias, Thank you. 


STATEMENT OF JACK B. BLALOCK, ATTORNEY AT LAW, ON BEHALF 
OF EDWIN W. PAULEY 


Mr. Buarock. Mr. Chairman and members of the committee, my 
name is Jack B. Blalock. I am a lawyer, of the firm of Blalock, 
Lohman & Kliewer, Gulf Building, Houston, Tex. I represent and 
am appearing here upon behalf of ‘Edwin W. Pauley, of Los Angeles, 
Calif. 

Pursuant to the Rubber Producing Facilities Disposal Act of 1953, 
Minnesota Mining & Manufacturing Co., Midland Rubber Corp., and 
Edwin W. Pauley, jointly submitted a proposal to acquire the Gov- 
ernment-owned copolymer rubber-producing facility, Plancor No. 
611, located at Los Angeles, Calif. This group did not bid on any 
other plant involved in the rubber-disposal program. However, Mr. 
Pauley individually bid on Plancor No. 963, a butadiene plant, also 
located at Los Angeles. A proposal covering both these plants and 
Plancor No, 929, a styrene plant in the same area, was also submitted 
by Shell Chemical Corp 

Shell Chemical’s proposal contained a lump-sum package bid for 
the three plants. The Shell proposal stated that the company was 
not interested in acquiring individual plants and therefore did not 
specify an amount for each facility. 

Shell's 3-plant, lump-sum package proposal was the highest amount 
offered for the 3 plants. Negotiations were conducted by the Rubber 
Facilities Disposal Commission with Shell and with the others that 
filed proposals on the plants. In the course of negotiations, Shell 
raised its price, presumably at the Commission’s request. 

The question here presented is whether Shell’s bid and the recom- 
mended sale to it are in conformity with the Rubber Producing Facili- 
ties Act of 1953. If they are not, Congress will of course disapprove 
the proposed sale, since section 9 (d) of the act provides that— 

No rubber produce ing facility shall be sold or leased except in accordance with 
this act * 

Consideration of this question should take into account the fact 
that throughout the hearings, committee reports, and floor debate on 
this legislation great emph: isis was placed on the fairness of the 
procedures spec ified. C ongress was very sensitive about charges of 
“giveaway” and “favor itism,” and attention was therefore focused on 
insuring that the disposal progr am would not be subject to such ac- 
cusations. Congress was very anxious that all bidders be placed on an 
equal footing and treated fairly. This is reflected by the statutory 
provisions designed to insure absolute impartiality by the Disposal 
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Commission, and by the provision for congressional review of the 
proposed sales. Moreove oT. Congress insured th: at the proce edures out 
lined would return the greatest amount obtainable for the plants to 
the Government. It would seem therefore that, as a matter of statu- 
tory construction, strict adherence to the provisions of the act should 
be required. That is, of course, the : approach custom: arily taken with 
respect to bids for the sale of property to or by the Government where 
it appears that deviation from procedures specified might place the 
Government or other bidders at a disadvantage. 

Section 7 of the act prescribing the procedure to be followed in 
selling the plants requires that— 

(b) Proposals shall be in writing and shall contain, among other things 

(4) The amount proposed to be paid for each of the facilities * * *. 

The plain language of section 7 (b) (4) requiring specification of 
the amount proposed for each of the facilities is written in mandatory 
terms. It does not leave any discretion to the Commission. This does 
not mean that proposals on more than one plant each conditioned on 
purchase of the others could not be considered by the Commission. 
In facet, Congress contemplated conditional bids. What is required, 
however, is that the conditional bids specify a price for each facility. 

There was no controversy over section 7 (b) (4) throughout the 
entire legislative history of the statute. It appeared in the same form 
in S. 2047 as introduced and as amended in the Senate, in H. R. 5425 
as introduced in the House, in H. R. 5728 as introduced and as amended 
in the House, and in the act as finally passed. The House committee 
report stated that— 
subsection 7 (b) is extremely important for this provision states what must be 
contained in the bids. This is a protection for the Government as well as the 
bidder. 

The report described subsection 7 (b) (4) as “mechanical in nature 
and requiring the bidder to indicate the amount proposed to be bid 
for each of the facilities * * *.” 

The requirement that proposals contain the amount bid for each 
facility is an integral part of the overall congressional scheme for 
disposal of the facilities at the highest price obtainable. Therefore 
Congress provided in section 16 of the act as follows: 

In arriving at its recommendations for the disposal of the facilities, the 
Commission shall use as the basis for negotiating the sale for each facility 
the highest amount proposed to be paid for each facility * * * provided * * * 
that in using such highest proposed amount as a basis for negotiations, the 
Commission may negotiate with respect to any facility with any person who 
submitted a proposal on that or any similar facility and may recommend 
sale of any facility to any person who submitted a proposal on that or any 
similar facility at a price which is equal to, higher than, or lower than the 
highest amount proposed to be paid for each facility as the Commission de- 
termines will best effectuate the purposes of this act. 

As this section shows, Congress believed that the best method for 
achieving the “full fair value” of the facilities was to use the highest 
bid for each facility as the basis for negotiations. 

Further evidence that Congress contemplated the negotiation on a 
plant-by-plant basis may be found in the following colloquy on the 
floor of the Senate between Senator Capehart, the chairman of the 
commission in charge of the bill, and Senator Johnson : 
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Mr. Jounson of Colorado. I wish to ask whether all the plants, other than 
the three alcohol butadiene plants, will be sold in a singlepackage, or whether 
they will be sold plant-by-plant, on bids on a plant-by-plant basis? 

Mr: Capenart. They will be sold on the basis of plant-by-plant proposals: 
and the sales will be made plant by plant. 

Apart from the plain language of section 7 (b) (4) and these 

specific portions of legislative history which indicate that proposals 
could not lawfully be made without specifying the amount bid for 
2ach facility, it is obvious that unallocated lump-sum package bids 
for two or more facilities are inconsistent with the method of nego- 
tiation required by section 16, as the House committee report pointed 
out: 
* * * probably the only manner in which the true value of these facilities 
can be established is on the basis of what a willing buyer will give a willing 
seller. The committee is of the opinion that it is not unreasonable to assume 
that the high bid submitted on each facility will come more closely to the 
true value of the facility than any other method of determining value. 

Of course, the committee report recognized that the Commission 
would not be precluded from dealing with a lower bid as the basis 
of negotiations under certain circumstances. But there is not even 
the slightest suggestion that the Commission would negotiate if it 
did not know what the highest bid was on each facility. 

If a lump-sum package bid is made without indicating the amount 
assigned to each facility, it is impossible for the Commission to be 
certain that it is negotiating on the basis of the “highest amount pro- 
posed to be paid for each facility” as required by section 16, supra. 
This is true even though the lump-sum bid may be higher in the 
aggregate than any combination of individual bids since allocation 
might reveal that bids for 1 or 2 of the facilities were lower than 
those submitted by other bidders. The disadvantage to the Govern- 
ment is obvious. Unless the Commission knows at the outset of ne- 
gotiations the exact dollar difference between all of the bids on each 
facility, it cannot tell whether to attempt to drive the lump-sum 
bidder up with reference to a particular facility or whether to try 
to drive up other bidders on that facility. 

Senator Dove.as. Mr. Blalock, may I interrupt at that point? 

Mr. Biatock. Yes, sir. 

Senator Dovetas. Did the Commission conduct negotiations with 
your client after his initial bid was submitted, seeking to get him 
to raise his bid? 

Mr. Buatock. Yes, sir. 

Senator Doveias. They did. 

Mr. Biatock. They did. When I say my client, I believe that Mr. 
Connolly has discussed the fact that Mr. Pauley is a joint bidder with 
Minnesota. Minnesota was requested to raise its bid, or suggested 
that it should be raised—how they word these things in negotiation 
I am not sure. But at least the invitation or the hint was made to 
raise. And as I understand it, they did so. Now, as to Mr. Pauley’s 
individual bid, he was invited to raise his bid. He did not do so. 
And I might as well put in the record now that the reason he did 
not do it was because of these same rumors, trade gossip, if you wish 
to call it that, that there was a lump-sum package bid in existence, 
and it was a physical impossibility, therefore, for any person bidding 
upon an individual plant to bid more than is bid in a lump-sum bid. 
No one plant is wotlk as much as three. 
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Senator Busu. May I ask a question. 
Senator Dovenas. Certainly. 
Senator Busu. Were the sum of the separate plant bids, in your 

judgment, equal to the lump-sum bid of $30 million ¢ 

' Mr. Buiatock. Senator, I can say this to you, sir—that the total 

aggregate amount bid originally by the individual bidders on the three 

individual separate plants was not as high as the blanket lump-sum 

package bid of Shell, which was $27 million. . 

Senator Busn. What was the difference between the first and 
second ¢ 

Mr. Buatock. If I am not mistaken, according to the bids which 
were filed, and they are all detailed in the Commission’s report which 
has been filed with Congress, I believe that Foster Grant was high 
on stvrene at $16,100,000; that the Standard Oil Co. of California 
was high on butadiene, which is 963, at $5 million; and that Standard 
Oil was high on copolymer, a separate facility, which is Plancor 611, 
at $3,500,000. 

Senator Bus. What would be the total of those three ? 

Mr. Buatock. That would be $8,500,000 added to $16,100,000, which 
would be $24,600,000, I believe. I am running it up in my head. 

Senator Busu. Yes. 

Mr. Buatock. Therefore, that amount, sir, of course, would be less 
than the original initial lump-sum unbroken-down package bid of 
Shell of $27 million. 

Senator Busu. And considerably less than the final price of $30 
million ¢ 

Mr. Buatock. Those bids are considerably less than the final price 
of Shell’s $30 million. Now, sir; I have no way of knowing how 
much Foster Grant, American Chemical, Dow Chemical, Hercules, 
Heyden Chemical, W. R. Grace, Monsanto Chemical, Montrose 
Chemical, National Lead, or Standard Oil raised their bids on styrene. 
I do not know how much Standard Oil raised it on butadiene. I do 
not know how much Standard Oil raised it on copolymer or GR-S. 
Therefore, I do not know, but I am perfectly willing to take the 
Commission’s written report to the effect that the total combined 
negotiated prices of the highest three on individual plants was less 
than the $30 million which Shell indicated it was willing to pay 
and upon which the recommendation was made. 

Does that answer your question, sir? 

Senator Busu. Yes. 

Senator Doveras. Well, I must go in a minute or two to another 
committee, but I want to ask you a question that I asked Mr. Connolly. 
Looking forward to the future, can you give any assurance that your 
client would be willing to bid on the aggregate of the three plants if 
the bids were reopened ? 

Mr. Bratock. Now you are talking about submitting a legal, broken- 
down, lump-sum bid on the three plants together ? 

Senator Doveias. That is correct. 

Mr. Buatock. I am authorized by Mr. Pauley to state that such a 
proposal will be submitted on behalf of him and others. 

Senator Doveras. For all three plants? 

Mr. Buatock. Yes, sir, he will bid on that either as an individual or 
with others. Of course, he may have preferences for certain plants. 
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Just as long as everybody is playing according to the same rules 
have no complaint. 

Senator Doveras. But is your client willing to make a bid not 
merely for the plants individually, but for the pl: ints as a whole, thy 
three, the aggregate ¢ 

Mr. Biavock. Yes, sir, he is willing to do it. 

Senator Doveias. Do you have any authority—— 

Mr. Buavockx. When I say willing to do it, I am talking about Mr. 
Pauley and others with whom he may be associated. 

Senator Doveias. Do you have authorization from him to say 
whether or not this price would be in excess of $30 million ? 

Mr. Buatock. No, sir. 1 doubt if he would disclose what his bid 
would be at this particular stage. 

Senator Busu. Mr. Chairman, if that is Mr. Pauley’s present posi 
tion, and his associates’, why did he not, and his associates, submit a 
bid when the Shell Co. submitted their bid for the three plants / 

Mr. Bravock. Because of the fact, sir, that he and his associates, 
Minnesota Mining and Midland, preferred at that time to buy only the 
copolymer plant, and he preferred to buy the butadiene. 

Senator Busn. But we have been told by some witnesses that there 
Was a certain amount of discouragement among those bidders o 
individual plants on the basis that there was what they called a blo: 
bid or a group bid. 

Mr. Buatock. There were trade rumors to that effect. 

Senator Busu. Yes. Several people referred to such rumors. Now, 
if that were the case, why did not Mr. Pauley and his associates inquire 
of the Commission whether they could do what the Shell people were 
doing. 

Mr. Biavock. Inquire of the Commission as to what they could do 
what the Shell did? 

Senator Busn. Yes. 

Mr. Buatock. Senator, it never even crossed the mind of anybody 
connected with Mr. Pauley in the legal department or the engineering 
department or the economic department that you could file any such 
bid as the Shell proposal turned out to be. 

Senator Busu. We have just been told by several witnesses that 
it crossed a lot of people’s minds, that it was a matter of gossip around 
the trade that such a bid was going to be made. 

Mr. Biatock. No, sir. We heard no rumors of a lump sum pack- 
age bid until after the negotiations were started and the deadline for 
submitting bids had expired. Then we heard through trade talks 
and rumors that a lump-sum package bid had been submitted by some- 
one. The Commission did not disclose who had made that type of 
bid. They were requested by Mr. Pauley to tell who were the success- 
ful bidders on this or that or the other so that negotiations could be 
made with them. But the Commission said “We have a rule we will 
not do it.” And they did not disclose it. And as far as I know, they 
did not disclose the information to anyone else. 

But, Senator, let us take a hypothetical case. Here is the Shell 
proposal for $27 million. Let us say that there is only one other pro- 
posal filed, and that is a bid on a copolymer unit for $5 million or 
$6 million or $10 million. Tell me how you are going to negotiate an 
individual bid on an individual plant against a blanket bid. Did Mr. 
Pauley have a right to bid and try to buy butadiene ? 
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Senator Busn. But that is not the case, if ] may differ with you, 
because on each of these three plants there were other bids. 

Mr. Biratock. There were other bidders, that is correct, sir. 

Senator Busu. Well, then you are putting up a hypothetical case 
we did not have to deal with here. 

Mr. Buavock. And if this bid had been awarded, if this contract 
had been awarded to individual bidders on individual plants who 
submitted legal proposals, and if they had beat us, we would not be 
here. 

Senator Busn. If that had been done, then the Government would 
have been out some $4 million or $5 million, according to your ealeu- 
lations as against what we are getting in the $30 million price. 

Mr. Biavock. I would not say they would be out $4 million or $5 
million. But it becomes rather discouraging when you think you 
have got to beat a lump sum bid. They might have gotten even more. 
And | am trying to point out in this paragraph that the Congress, the 
Senate and the House, decided that the best way to get the highest 
possible price is to negotiate on the highest price, based upon broken- 
down bids. 

Senator Doveias. Mr. Blalock, I have a little bit of a Yankee 
horsetrader in me, I may say. 

Mr. Buatock. Yes, sir. 

Senator Doveras. And while I am not an agent of the Commis- 
sion, | would like to feel out what the situation is, because if this bid 
is disapproved, unless the law is changed the three plants go into 
mothballs and the Government is out $30 million, and the country 
is out the productive capacity of these mills. 

Mr. Biatock. That would be correct, sir. 

Senator Doucias. You have said that you are not in a position: to 
disclose whether or not your client would pay more than the $30 
million. 

Mr. Buiatocx. No, sir. 

Senator Doveras. I can understand that everyone likes to play his 
cards close to his chest. But can you give any assurance that your 
client would be willing to pay at least $30 million ? 

Mr. Buatock. No, sir; I cannot speak for him. I anticipated that 
| might be asked the question as to whether or not my client would bid 
individually or collectively, of course, within the law. I have no 
authority to indicate how much he will bid. 

Senator Busn. Mr. Chairman, may I ask a question ? 

Senator Douetas. Certainly. 

Senator Busn. If I understand you correctly, the Shell people 
finally agreed to pay $30 million. If they had said that $15 million 
of that was to go for plant A, $10 million for plant B, and $5 million 
for plant C, then you would have no case at all. 

Mr. Buarock. If they had broken their bid down. 

Senator Busn. If they had said that 15, 10, and 5 were to be divided 
among plants A, B, and C, then you would have no case at all. 

Mr. Biatock. None at all. 

Senator Busu. So that—— 

Mr. Bratock. Then, however, I would have had a proper person to 
hegotiate against on the copolymer facility on which we placed a 
joint bid and on the btadiene where we placed a single bid. 
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Senator Bus. Why would you have had a better opportunity than 
the Commission gave you ¢ 

Mr. Buatock. Because we did not constitute the Commission ow 
agent to go over and get Monsanto Chemical or Foster Grant or 
somebody who bid on styrene to raise their bid so if it was added to 
what we might raise ours and then added to what somebody else 
might persuade someone else to raise another, then maybe the total 
might be able to match this overall, unallocated, lump-sum package 
of Shell, who did not have to break it down at all. 

Senator Buss. But the Commission did give you a chance to raise 
your bid. 

Mr. Buavock. Certainly, sir. They presumably gave all these 11 
people over there that bid on styrene an opportunity to raise theirs. 
But is my right to bid any buy one of these facilities dependent upon 
the success of this Commission, as able as they are, in persuading 
Foster Grant to raise a bid on another facility in which I am not 
interested? Is that the test of this law? 

Senator Busu. Well, you can give your own answer to that. 

Mr. Buavock. I say that it is not; that this Congress insured to 
everyone the right to bid upon any individual fac ility out of the list 
of 27. And it did not say that your right to apply is dependent on 
what one of your competitors might be willing to give for another 


pl int in which you are not bidding. And that is exactly what this 
Commission has said in recommending the Shell bid. It comes back 
always to the proposition that people bidding on styrene and people 
bidding on butadiene, different people, and different people bidding 
on copolymer, did not bid enough on each individual facility, al- 
though they did not even know who the other one was, to top a Shell 


bid, who refused to break it down like the rest of the successful bidders 
on every plant in American broke theirs. 

Senator Busn. If Shell had broken down its bid, as I have suggested 
here, just to use round figures—$15 million, $10 million, and $5 mil- 
lion—would you have known it? 

Mr. Buatocx. No, sir. 

Senator Busu. Then why—— 

Mr. Briatock. But if they had come out ahead of me and I was 
negotiating against them, I would not be squaking either. 

Senator Busu. Well, you would have nothing to say. 

Mr. Brarock. Surely T would not, and if you follow the law, we 
will never have anything to say. 

Senator Busu. But nothing that has happened has actually af- 
fected your bid. In other words, you bid just as high as you felt 
you could under the circumstances, and if Shell had just put prices on 
those three different plants, you would not be injured at all. There- 
fore why are you injured at all? 

Mr. Biatock. How do you know I would not be injured, Senator! 
How do you know what price they would have put? Suppose they 
would have put $2 million on copolymer and I had bid $3 million. 
I would have bought it, wouldn’t T? 

Senator Busu. I presume so. I do not know. 

Mr. Brarock. I don’t either. 

Senator Busn. My point with the witness, Mr. Chairman, is that 
he has not been injured at all by this process; that he would not have 
done any different if the Shell Company had broken down its bid. 
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because he never would have known whether they were breaking it 
down or not. Therefore he could not say that he would have done 
any different under the circumstances. Now, the Commission’s pro- 
cedure, as I understand it, was designed to get the most, which the 
law required them to do, for the United States Government out of 
these plants. 

Mr. Buavocx. And I am right in the middle of a paragraph, at- 
tempting to demonstrate that they could have gotten more if they 
followed the law. Could have—lI do not say would have. It is pos- 
sible that they would have. At least Congress laid out the procedure 
that they thought would get the most. But that procedure was not 
followed. So how can we say whether the Government got as much 
money as they would have gotten if the law had been followed? 

Senator Busu. I do not see how they could have gotten any more. 

If you assume that the Shell was putting a price on each of these 
plants, I do not see how the Government could have gotten any more. 
' Mr. Biatock. Frankly, Senator, it is my position that the Govern- 
ment has been placed at a disadvantage by this bid and that the other 
bidders have been placed at a disadvantage by it. And I am quite 
sincere in what I am saying. 

Sentor Busu. I do not question your sincerity at all. 

Mr. Buatock. In other words, it is conceivable that a lump sum 
package bidder whose proposal is higher than any combination of in- 
dividual bids might be negotiated upward even more if he were low 
on 1 or 2 of the facilities. Now, then, if that is true, the Govern- 
ment did not get the most. At least it is the yardstick that was 
laid down by the Congress, and presumably it was for the purpose of 
getting full fair value. How can you say that the Government got 
the last dollar? If they had followed the law and if Shell had been 
low on 1 or 2 facilities, in order to get all 3 of them, they could 
have been negotiated even higher than $30 million, possibly, and then 
the Government would have gotten $32 million or $35 million. 

Senator, I beg to say that the only way we can do this thing and 
find out is to follow the rules as laid down for the game by the Con- 
eress of the United States. 

If such a bidder were for some reason disqualified from obtaining 
all the plants he sought, the Commission, by having his bid broken 
down as required by the act, might be able to negotiate on a higher 
basis with individual plant bidders. So they might have gotten more 
from us, 

Obviously, such a bidder would be at a disadvantage in comparison 
with the lump sum package bidder and the bidders on the other fa- 
cilities covered by the lump sum package bid who were low and on 
whom the pressure for increases should properly have been exerted. 

Unallocated lump sum package bids are inconsistent with section 
16 in still another respect. Under the Senate’s version of section 16, 
it would have been possible for a bidder to submit a proposal on one 
relatively inexpensive facility and by virtue of the bid be accorded 
the right to negotiate for any other facilities without having submit- 
ted any initial proposal for them. In the conference on the Senate 
and House bills, this provision was changed to require that as a prereq- 
uisite to negotiation with any person, that person had to have sub- 
mitted a proposal on that or a similar facility. Congress thus re- 


quired all interested parties to commit themselves in a manner that 





120 RUBBER FACILITIES DISPOSAL 


could be used by the Commission as a basis for intelligent negotiation 
Unallocated lump sum pac ‘kage bids are not in accord with this policy 
because the Commission is unable to determine the highest bid for any 
facility covered by such a bid and may thus be unable to negotiate 
intelligently. 

The Shell lump sum package bid is also in direct violation of sec 


tion 4 of the Commission instructions and invitation to bid. Said 
section 4+ reads as follows: 


#1. Prosposals shall state the amount proposed to be paid for each of the 
facilities. Where a proposal contemplates acquisition of several facilities for 
integrated operation, it shall state separately the aggregate amount proposed 
to be paid for such facilities on such an integrated basis, and the amount other- 
Wise proposed to be paid for each of the facilities in question on an individual 
basis 

Senator Busu. Mr. Chairman, may I ask a question ! 

Senator Morse. I want to say in the true bipartisan spirit I yield to 
the senior, and you are more conveniently situated than I am to pre 
side. So you go right ahead. 

Senator Busu. The Senator is representing the majority party here, 
and I insist he remain as chairman—but if I may have a word. 

Senator Morse. You go right ahead. 

Senator Busu. Just focus on that last quotation for a moment 
| reading |: 

Proposals shall state the amount proposed to be paid for each of the facilities. 
Where a proposal contemplates acquisition of several facilities for integrated 
operation, it shall state separately the aggregate amount proposed to be paid for 
such facilities on such an integrated basis * * *. 


Mr. Biuatock. That is correct. 


Senator Busnu (continuing) : 


* 


and the amount otherwise proposed to be paid for each of the facilities in 
question on an individual basis. 


Mr. Brarock. Certainly. 

Senator Busu. Is it not true, then, that the Shell bid did comply 
exactly with this, because they said “We will pay $30 million for the 
three, but we would pay nothing for” 

Mr. Briavock. They did not say they would pay nothing. And I 
want to take up that zero bid. 

Senator Buss. Yes. I was going to ask you if you heard the Comp- 
troller General’s statement. 

Mr. Briatock. Yes, sir. And I certainly hope you will give me an 
opportunity to comment on it. 

Senator Busu. I wish you would right now. 

Mr. Buavock. Let me take this point you just raised, Senator. 
First, section 4. You will note that the Comptroller General, in his 
opinion, when he quoted section 4, failed to quote the first line of the 
section. He left it out. He stated over here 

Senator Busu. Where are you—on the letter ? 

Mr. Buatock. Yes, sir: Iam on the letter. On the bottom of page | 
of his letter, he says: 


l’aragraph 4 of release No. 1, dated November 25, 1953. Therein it is stated 
in part that— 


he begins the quotation— 


Where a proposal contemplates acquisition of several facilities for integrated 
operation, it shall state separately— 
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and so forth. 





But ahead of that sentence is the sentence in section 4: 
Proposals shall state the amount proposed to be paid for each of the facilities 


Now, “where a proposal contemplates acquisition of several facili 
ties for integrated opel ration, it shall state separately * * *.” Now, 
what does “ separately” mean’ Why would they use the word “sep- 
arately” if they did not intend them to state it first on an individual 
basis ¢ 

Senator Busu. But in the same letter, at the top of page 2, he goes 
on to quote the remaining part of that regulation, section 4, and says 
the amounts otherwise proposed to be paid for each of the facilities in 
question on an individual basis. 

Mr. Buanock, Yes, sir, And I put in my statement the entire sec 
tion, and he left out the first part of it whic +h relates to the word ‘ ‘sepa- 
rately.” 

Senator Busn. He says that he is only quoting it in part. 

Mr. Buavock. I realize that. 

Senator Busn. And he quotes the part that is pertinent. I do not 
think there is any intention to deceive in that, because he goes on and 
says that the amount otherwise proposed to be paid for each of the 
facilities on an individual basis. He brings that out. 

Mr. Biarock. Please understand, sir. I did not mean a reflection 
that there was any effort to deceive. I merely meant that he missed, 
in my opinion, the significance of the quoted part by failing to quote 
that other part. 

Senator Busn. I see your point, except that I think the significance 
is there about the individual thing by the closing of the sentence, 
which closes “on an individual basis.” ‘So he does car ry on to give the 
thought about the individual basis. 

Mr. Biatock. He quoted the rest of the sentence ; yes, sir. 

Senator Busan. Which is the important part. 

Mr. Biavock. Well, now, to me, sir, the first sentence is also just as 
important. 

Now, while I am on the question of the Comptroller General's 
letter, I wish to call your attention to the fact first that in paragraph 
2 on page 2, it states: 

In this view the statutory direction would be complied with because there 
vould be no offer to purchase an individual facility as such. In other words, 
the amount bid for each facility would be zero. 

Now, I wonder what would happen to Edwin W. Pauley or any 
bidder if he would just come in and bid on one plant and had given 
his name and address and all of the facts and said, “I am submitting 
this bid on Plancor 611, and the amount I bid is zero.” Do you sup- 
pose they would have negotiated with him under section 16? 

Senator Busu. Not very long. 

Mr. Bratock. No; I donot think so either. 

Senator Busu. I hope not. 

Mr. Buatock. So I believe that reference to the question of : 
zeros adding up to $27 million simply does not appeal to my leaic 
as a lawyer. 

Senator Busu. Well, Mr. Witness, is it not true that what the 
bidder was saying was, “Look, we don’t want that plant...We don’t 


want this one. And we don’t "want the other one. But we do want 
the three”? 
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Mr. Buiatock. Yes, sir. 

Senator Busn. “And therefore we will pay so much for the three. 
But our price on the others individually is zero.” That is what they 
were saying. 

Mr. Buiatock. Well, would that be a breakdown under section 
7 (b)—to state the amount proposed to be paid for each facility ? 

Senator Busn. I am not sure what 7 (b) is. 

Mr. Biaxtock. That is the one that quotes 

Senator Busu. I would say it would comply with the language at 
the top of page 8 of your statement. 

Mr. Briarock. At least if that is what Shell had in mind they 
should have said it. 

Senator Busn. Well, I do not know just what they said. 

Mr. Biarock. They just said, “We won't state any amount for any 
facility, not even zero.” 

Senator Busn. Are you sure that they said that? 

Mr. Biatock. I will read it to you, sir. 

Senator Busu. What are you reading from? 

Mr. Buiatock. This is an excerpt but I will get the exact words 
out. 

Senator Busn. If you will just tell me what it is from, that is all 
right. 

Mr. Buatock. It is from the proposal of Shell itself. 

Senator Busu. Go ahead and read it. 

Mr. Biatock (reading) : 

We propose to purchase the following facilities on an integrated basis: 
Plancors 968, 929, 611. We do not state any order of preference for the pur- 
chase of the foregoing facilities for the reason that we do not propose to pur- 
chase individual facilities. 

So they did not bid anything for any individual facility. 

Senator Busu. All right. 

Mr. Biarock. Now, that is my interpretation of it. 

Senator Busu. Well, we are not very far apart. 

Mr. Buaxock. I do not think so either, Senator. 

Now, may I, sir, while I am on the Comptroller General’s letter, 
also call your attention to the sentence immediately following the 
word “zero” in the middle of paragraph 2 on page 2. It states, and 
I quote: 

In this connection, it may be observed that even if individual facility prices 
had been quoted, as they were in the case of Copolymer Corp.’s proposal for 
the two plants at Baton Rouge, La., since each amount would be contingent upon 
acceptance of the other, the actual amount offered for each would in effect be 
a zero. 

Now, the Comptroller General did state in the beginning of his 
letter that he had had a very short time to look into this matter, but 
I take issue with him with reference to what the Copolymer bid on 
the two plants at Baton Rouge stated. I think I am correct. Here it 
is, and I quote: 

Our proposal to acquire the butadiene plant, Plancor 152, is contingent upon 
our acquiring the GR-S plant, Plancor 876. 

Now, as I read that, they would not take the butadiene plant unless 
they got the copolymer plant. But they did not say that they would 
not take the copolymer plant, No. 876, if they did not get the butadiene 
plant. 
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Therefore, the reasoning of the Comptroller General on the illus- 
tration cited is based upon a false premise. 

Senator Busu. May I say to the acting chairman I am very sorry 
| have to leave at this point. I am very much obliged to you. 

Mr. Bratock. Thank you, Senator, for listening to me. 

Senator Morse. I have a few questions on the general problem you 

aise, Senator, and you can get it out of the record tomorrow. 

Senator Busn. Thank you. 

Senator Morse. Let me ask those questions now. 

It is your theory of the act under which any bid at all is permissible 
that the purpose of the Congress was to put up for sale 27 plants 
and that it wrote a statute which gave to prospective bidders legal 
opportunity to bid on individual plants, then offer an aggregate bid 
on combinations of plants? 

Mr. Biavockx. That is my understanding, sir. 

Senator Morse. Is it your argument that in this case when Shell 
offered only an aggregate bid on three plants it thereby placed at 
a disadvantage individual bidders who were bidding on plants one 
by one! 

Mr. Buavock. I do not think there is the slightest question about 
it, Senator. I think they were placed at an impossible disadvantage. 

Senator Morse. Now, when you say there was a rumor or trade 
talk to the effect that there was a block bid, did that rumor inform 
those that heard it who the block bidder was? Did you know it was 
Shell ? 

Mr. Biatock. No, sir. 

Senator Morse. So the fact that the block bidder was Shell was 
unknown to any of you, if rumor to the effect that there was a block 
bid had a tendency to discourage you ? 

Mr. Buatock. Yes, sir. 

Senator Morsg. You did not know it was Shell? 

Mr. Buatock. Senator, as a lawyer, as one lawyer to another one, I 
must make it clear that I was not the one that was engaging 

Senator Morse. I understand it was your client. 

Mr. Buarock. In the negotiation. And the testimony I am now 
giving with refetence to that of necessity is hearsay. 

Senator Morsr. Yes. Your understanding is what your client has 
told you? , 

Mr. Buarock. Yes, sir. 

Senator Morsg. Is it your understanding that those who were in- 
fluenced by this rumor, such as Minnesota Mining and Pauley, did 
not know that this block bid at that time was just one bid on the three 
plants combined and not a case of a block bid permissible under the 
law, if I understand your interpretation of the lint-blipeiee bids on 
each plant and then an aggregate bid on the three? 

Mr. Buatock. That is my understanding, sir, now. 

Senator Morse. They did not know the nature of the block bid? 

Mr. Biatock. They did not know the nature nor who it was. 

Senator Morsr. So, as far as Minnesota Mining and Pauley knew 
at the time, it was a block bid, but as far as they knew it was a block 
bid that also contained individual bids on each plant? 

Mr. Buaxock. It could have been, yes, sir, so far as I know about 
their hearing of the rumors. 
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Senator Morse. Now, in your answer to a question that was put 
to you by the Senator from Connecticut as to how you were in any 
way injured by the Shell bid, in view of the fact that the bids dic 
not equal the total bid of Shell—if your legal theory is correet i; 
interpreting the statute that the Sheli bid was an illegal bid—as one 
of the bidders your client was necessarily injured if the Commissio: 
were allowed to sell the property under an illegal bid ? 

Mr. Buavock. Yes, sir. 

Senator Morse. That is, the fact that you might not equal the | 
aggregate amount of money in the illegal bid does not support 4 
conclusion that therefore you have no cause to complain if in faet 
the bid that was accepted was an illegal bid? 

Mr. Biarocx. That is correct, Senator. In other words, if they 
were negotiating with me against an illegal bid, I certainly have 
cause to complain. 

Senator Morse. Is it your contention that as one of the bidders it is 
now immaterial whether or not you would have been the successful 
bidder in comparison to other individual bidders if in fact the bid 
taht is being let to Shell is on an illegal basis? Is that your theory! 

Mr. Buatock. I believe I understood your question, and if I di 
that is correct. 

Senator Morse. I will restate the question. I understand it is 
your legal argument that even though your bid would have been lowe: 
than the bid of some other individual bidder, you still have a cause 
to complain to this committee that the Shell bid should not be ae- 
cepted because of your theory that it is an illegal bid ? 

Mr. Buatockx. Absolutely, sir. I think any citizen of America 
would have a right to complain. 

Senator Morse. And do you base that in part on the theory that if 
the Commission had not accepted what you contend is the illegal bid 
of Shell, there is always the possibility that in negotiations you might 
have eventually gotten ahead of the individual bidder who on the 
record now is shown to have submitted a bid higher than the one your 
client submitted ? 

Mr. Biatock. That is correct, sir. 

Senator Morse. And that what you are protesting is that in your 
view the Commission has misinterpreted the statute and has recom. 
mended a sale of this property contrary to the legal requirements of 
the statute / 

Mr. Bianock. That is certainly my opinion, sir, as a lawyer, and | 
just have not seen a successful answer to it. ; 

Senator Morse. What do you say about the contention that it is 7 
for the Government to complain against the block bid that was not 
broken down and not the other bidders because at. the time of the 
rumor or trade talk you did not know that it was not broken down! 

Mr. Bratock. I do not think that that holds water. I think the 
Government should complain. I think that when Congress provided 
that this matter would come back to each of the Houses of Congress 
and that they would take a look at it, it certainly meant that they were 
going to see that the law was complied with, That if they found the 
law was not complied with, regardless of whether it gives the United 
States Government a small pecuniary advantage in one particular 9 
plant, they will not approve it. It is a great deal more important to | 
preserve the sanctity of free, open competitive bidding wherever the 
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Government’s property and the people’s property is involved than 
the few dollars involved. 

That is a double answer, one on one side and one on the other. I 
think I have a right tocomplain. I think that the Senate has a right 
to complain. I think that anyone has a right to complain when 
(jovernment property is sold in violation of the law. ; 

Senator Morse. Am I also correct in my interpretation of your 
argument that the very fact that the Commission accepted what you 
consider to be an illegal bid placed you at a disadvantage in further 
negotiations permissible under this law ? 

Mr. Buatock. Yes, sir. I say that it did place me at a disadvantage, 

Senator Morse. Under this law, is the Commission, in your opinion, 
required to sell to the highest bidder either on an individual plant 
basis or on an aggregate bid basis? 

Mr. Bratock. No, sir. The law specifically provides, “Get the full 
fair value.” It also takes other things into consideration. It says 
they may negotiate and dispose of it to a higher or lower or the same 
size bid, whichever is to the best interests of the Government and the 
economy of this country. 

Senator Morss. I want to dwell on that point a moment. Let us 
assume a hypothetical that we have these 27 plants and that company 
X decided that they would settle the problem very easily by coming 
in and bidding—and I am exaggerating for purposes of illustration— 
$2 billion for the 27 plants, and that they were willing to write out 
the check. 

And let us assume that the next nearest bid is $250 million. Under 
this act would the Commission have been legally bound to sell the 
plants for $2 billion ? 

Mr. Biarock. No, sir. 

Senator Morse. Why not? 

Mr. Biavock. Because the Congress was very careful to state that 
it should take into consideration certain other criteria with reference 
to the economy of the country, the question of the creating of an 
atmosphere of monopoly, the question of a free competitive industry, 
fair opportunity to small business, and others. 

Now, Senator, therefore the point that they were not required 
to take the most money as the sole criterion is very clearly answered, 
[think. That they were not required to do so. 

Senator Morse. Does that not then raise a question in the case of 
your bid and the other individual bidders that the acceptance of a 
block bid by Shell without that company in turn offering individual 
bids on separate plants discriminated against you when it came to 
the matter of discussions and negotiations as to your contentions? 
At least that because you represented an independent company you 
should be given some consideration in light of the fact that you are 
an independent company as against a company as powerful as Shell? 

Mr. Biatocn. Certainly we would have had a right to make some 

representation. But it was the policy of the Commission—and I am 
not criticizing it; they adopted it—that they would not tell anyone 
who the other bidders were. So we did not know whether it was a big 
fellow or a little fellow. 
_ Senator Morsr. You would not have to know who the others-were 
In negotiations and discussions if you decided that you wanted to 
emphasize the desirability of your bid from the standpoint that you 
59961—55—9 
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were an independent company and that you considered because of 
certain problems within the industry—and I am speaking just hypo- 
thetically and not by way of assertion-—— 

Mr. Biavock. I understand. 

Senator Morse. That it was highly desirable for the Commission 
to give weight to the fact that you represented an independent com 
pany. The total record of debate on the bill showed that Gongres 
was very conscious of the desirability of protecting competition in 
the industry and checking monopoly. 

Mr. Bratock. Yes, sir. The only negotiation, however—I believe 
I am correct in saying—that was directed toward us was how much 
more money we could give. 

Senator Morse. Therefore, you wish to emphasize, do you, that 
you seriously question the justification of accepting a $30 million bid 
from 1 company on 3 plants, thereby in effect shutting the door on 
effective negotiations with independent companies for ‘sales of indi- 
vidual ¢ ompanies? 

Mr. BiatocK. No, Senator, I would not go that far. If that $30 
million bid had been a legal bid, I do not think we would be here. 

Senator Morse. Well, let us take that hypothetical for a moment. 
Let us assume that it was a legal bid. You would not be here. But 
if you were in my seat, would you have a responsibility of looking 
into the question as to whether or not from the standpoint of best 
competitive interests in the country it would be wise to sell the 3 
plants to 1 company ? 

Mr. Bratock. Oh, Senator, please do not consider me as being 
sufficiently presumptuous to consider myself a United States Sen- 
ator. But if I were sitting as a United States Senator, I would cer- 
tainly examine every ramification of the law. 

Senator Morsz. I am simply seeking to bring out into this record, 
so there can be no question about it, the fact, if it is a fact—and I 
want testimony of your opinion about it—that under this act the 
Commission had no right to accept the highest bid just because it 
was the highest bid. 

Mr. Buaock. I think that is correct. 

Senator Morse. The Commission had a duty to take into account 
the overall purposes of the act as made very clear in the discussions 
at the time the bill was before both Houses of Congress, and even if 
they had the highest bid from Shell they still have to satisfy the 
committees of the Congress that it is in the best interests of the com- 
petitive system in our country that the highest bid be accepted ? 

Mr. Brarock. Yes, sir. And if I may answer it this way, I 
would say that the test that must be applied to the Shell bid in my 
opinion first is its qualification to bid in the first place under the 
clear, unambiguous, mandatory language of section 7 (b) (4). If 
they did not meet that, they were not in the ball game. 

“Clear, unambiguous, mandatory” are the words that I use. And 
I do not think there is any question about it. 

Next, of course, they had to meet other tests that were laid down 
by the Congress. 

Now, as for my presentation here, I am addressin elf to the 
fact that they did not meet the language of section (b) (4)—the 


clear, unambiguous, mandatory language stating that they had to 
break them down. 
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Senator Morse. To check your theory from a different angle, let us 
assume that X company came to the Commission on three plants, 
these three plants, and said, “We don’t want one. We don’t want two. 
We want three or none. Our bid individually is zero. Our bid ag- 
gregate is $30 million.” Would that meet the test of the law? 

Mr. Biatock. Does that meet 

Senator Morose. Would that bid meet the test of this law ? 

Mr. Biatock. No, sir. In my opinion it does not. I think it made 
it impossible for the Commission to negotiate under section 16 with 
Shell. 

Senator Morse. Now, as you read the law and the debate that sur- 
rounds it, what is your theory as to why the requirement for indi- 
vidual plant bidding was put into the law ¢ 

Mr. Buavock. I think it is very clear. I think it relates back 
to the other criteria, to the other provisions of the law, as a matter of 
policy of Congress—in other words, to encourage smal] business, to 
prevent monopoly, to get the highest price for the facilities, all com- 
bined, and to establish a free and competitive economy in the rub- 
ber industry. 

[ think that Congress recognized—I do not have to say I “think” 
it; I read it in the debates on the floor of the Senate and in the 
reports of the committees in the House and the Senate—that small 
independents and so forth might not be able to walk in and buy all of 
the plants west of the Rockies or all of the plants between the Rockies 
and the Mississippi or all of the plants in another section of the 
country. Therefore, they provided that every citizen of this country 
could have a right to come in to the extent that he was able and make 
a bona fide proposal upon an individual plant. And if he could 
be qualified under all of the provisions of the law and still could 
pay the amount of money which would return a full fair value to this 
Government, he was in the ball game and had a right to get in the 
business. 

Senator Morse. Do you think that the debates on this bill indicated 
at all that the Congress really desired that a preference be given to 
small business if they were willing to bid a price that could be said 
to be a fair, reasonable return for the property ? 

Mr. Biatock. Senator, that would probably be presumption on my 
part to attempt to interpret that intent of Congress. I will say that 
it has been the history of much of the legislation of Congress. They 
mention small business in this bill. And I know that you have had 
other legislation in the years that have gone by with reference to giv- 
ing veterans a preference in this instance, in the Disposal Property 
Act, to encourage small business to the extent possible. 

But I appreciate that point, and I always figure myself and my 
clients in smal] business. But I say frankly, sir, as Mr. Connolly said, 
they never qualified for the tournament. They just simply did not 
get in the ball game. They were not playing by the same rules that 
ee successful bidder who bid upon more than one facility 
playe ‘ 

I have-aiieaind to the end of my statement a very short analysis 
made just for this purpose to show who were the successful bidders 
in every instance, and in each instance I showed under “Remarks” 
all of the successful bidders who bid upon more than one facility. 
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And, Senator, in every single instance those who were successful— 
with the exception of Shell—broke their bids down as to each facility, 

Now, I am here, sir, arguing a legal opinion. I am attempting to 
argue it from a legal standpoint. I will be perfectly frank with you, 
Senator, that I get considerable comfort to find that the legal depart- 
ments or whoever handled the making out of the bids for the follow- 
ing companies happen evidently to have agreed with the opinion that 
we are expressing. 

Copolymer submitted a separate amount for each facility. 

Firestone submitted a separate amount for each facility. 

Food Machinery submitted a separate amount for each facility. 

Goodrich-Gulf submitted a separate amount for each facility. 

Goodyear submitted a separate amount for each facility. 

Humble submitted a separate amount for each facility. 

Phillips submitted a separate amount for each facility. 

Standard of California very carefully broke their bid proposal 
down to clearly indicate a separate and specific amount for each 
facility. 

U. S. Rubber submitted a separate amount for each facility. 

Shell Chemical Corp. declined to assign an amount to each facility. 

Senator Morse. Mr. Chairman? 

Senator Frear. Senator Morse. 

Senator Morse. I have one more question on this point that is ob- 


viously disturbing me. I always try to get a record that sets forth 
the witness’ theory. 


Let us assume now that X is a very large company—I do not care 
whether you call it Shell or U. S. Rubber or Goodyear, but one of the 
big companies—and Y is an independent company, a very small com- 


pany. Let us assume that they are bidding on Plant No.1. And the 
big company bids $10 million. The independent company bids $5 
million. It is agreed by those who have the jurisdiction to accept or 
reject bids that $5 million represents a reasonable return on the 
Government’s investment that is up for sale and that $10 million 
represents an exceptionally fine, profitable return on it. 

Under this law, would the Commission have the right to accept the 
$5 million bid ? 

Mr. Buavock. If in its opinion it represented the full fair value of 
the facility, the plant, it is my opinion that they would have that 
power. 

Senator Morse. In other words, under this law they have the right 
to take into account other criteria than just the dollar-sign criterion, 
limited in respect to that criterion only by the test as to whether or 
not it represents a fair return, fair-value return, for the property ? 

Mr. Buatocs. If I understand the history of it, I think that was 
almost the bible in the case, and that was: Be sure to get full fair value 
for the facilities. 

Senator Morss. That being your answer to that hypothetical, do you 
apply it to the operative facts of the instant case by now arguing that 
therefore, because Shell was not required to submit a specific bid on 
individual plants, your client was Mactieninaled against because the 
Commission might very well have found if it had the Shell bid plant 
by plant that your bid represented a fair return for the Government’s 
investment of the property and because of other criteria, such as the 
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one of encouraging competition, it was in the public interest to accept 
your bid and not Shell’s on that particular plant ? 

' Mr. Biatock. Senator, I unqualifiedly say that it is my opinion 
that my client was discriminated against. I say not only that if Shell 
had broken it down then I would have been negotiated against the 
broken-down bid of Shell, but since Shell did not break it down and 
the time expired for them to break it down, then they were out, and 
our bid should have been negotiated by the Commission as against the 
qualified buyers in this as to each of these three separate plants and 
facilities. 

Senator Morst. Thank you very much. That is all, Mr. Chairman. 

Senator Frear. You have a further statement that you would like 
to make? 

Mr. Biatock. If the chairman will permit me, I will summarize 
very quickly. 

Senator Frear Absolutely. 

Mr. Brarock. And then I wish to make one further observation 
in connection with a point which was raised by—— 

Senator Frear. By Senator Bush ? 

Mr. Buarock. No, it was the quotation by Senator Capehart in 
which he stated, as I understood it, in effect, what it said in the quo- 
tation. While you were not here, Mr. Chairman, I read the quota- 
tion again into the record as a part of my statement. And he had 
been handed a map and he said that what he wanted to know was 
whether these three plants out on the Pacific coast were one plant. 

Now, there was introduced into the record by Mr. Connolly—and 
therefore I will not repeat it—the pr ospectuses I will call them, or the 
brochures, that were issued by the Commission itself on each of 
these three plants. 

Now, supplementing that I wish to call attention to the particular 
language on this question. I cannot conceive of the Commission 
or anyone else saying that those three plancors out’ in California 
constitute one plant, but just in case that someone might advance 
that idea I want to call particular attention to the words of the Com- 
mission itself to be found on page 28 of its report. 

They are talking here about the styrene plant. If you will look 
on that page, you “will see they refer to styrene as a plant. They 
refer to styrene as being a plant. Not styrene, butadiene, and copoly- 
mer all being a plant. But first they name it a plant, and then they 
talk about it at great length. 

They say, “Ten proposals were filed for the styrene plant.” 

And, Mr. Chairman, I wish to call attention to the fact that in 
this one paragraph the Commission interchangeably uses the word 
“plant” with “facility” : 

Ten proposals were filed for the styrene plant, proposals whieh generally 
presupposed the sale of the west coast copolymer plant as a market for some 
styrene production. At the same time there were three proposals for the west 
coast copolymer plant including the package bid of the Shell Chemical Corp. 
amounting to $30 million for the styrene plant, the butadiene plant at Torrance 
and the copolymer plant. 

Now, the Commission itself in express language is recognizing these 
three separate facilities as being three separate plants: 


Shell stated at the outset that its interest was only in the acquisition of all 
three plants. 
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Not one plant consisting of styrene, butadiene, and copolymer, but 
Shell stated that they wanted all three plants: 


For integrated operation. It wanted no single plant and no combination 
of two. 


Still talking about separate plants: 


It represented that its proposal was calculated solely on this basis, and 
consequently declined to assign figures to each of the three facilities. 

Now the Commission has switched to the word “facilities.” They 
have been talking about “plants.” So they use “plants” and “facili- 
ties” as synonymous and meaning exactly the same thing. 

Now, not only in that spot do you find it, but at this point please 
place in the record that the invitation to bid, which is exhibit A of 
the Commission report and appears immediately ahead of exhibit B 
and immediately the first thing in the appendix in the report, stated 
that they were offering 13 copolymer plants, 1 styrene plant, 8 buta- 
diene plants, referring to each one of them as a separate plant and 
a separate facility. 

In addition to that, in the list where they called them by name they 
specifically assigned them numbers: 

Plancor 611, Midland Rubber Co. present operator, at Los Angeles, 
Calif., and the long tons. 

Then they listed next plancor 963, Shell Chemical Corp. as the 
operator. 

And then the styrene, plancor 929. 

The record is replete—— 

Senator Frear. That is known as exhibit A? 

Mr. Buiatock. Exhibit A to the Rubber Producing Facilities Dis- 
posal Commission report to Congress. 

Senator Frear. Is it your request that exhibit A be made a part 
of the record ? 

Mr. Buiatock. Well, I believe it would be wise if there is any doubt 
in any member of the committee’s mind that these 3 plants out on 
the Pacific coast ever were thought of as 1 plant. 

Senator Frear. Without objection it will be made a part of the 
record. 

(The document referred to follows :) 


i{Reprinted from an official advertisement published on November 18, 1953] 
Exuisit A—RvBBER PropucING Facrzitres DisposaL COMMISSION 
INVITATIONS FOR PROPOSALS 


Pursuant to the Rubber Producing Facilities Disposal Act of 1953 (P. L. 
205, 83d Cong., ist sess., approved August 7, 1953) the Rubber Producing 
Facilities Disposal Commission announces that it will receive written pro- 
posals for the purchase (or, in certain instances indicated below, the lease) 
of the properties and facilities described below, hereafter collectively referred 
to as “the rubber-producing facilities.” Such proposals may be submited at 
any time beginning November 25, 1953, through May 27, 1954 (unless extended 
by the Commission upon adequate notice), at the Office of the Commission, 811 
Vermont Avenue, Washington 25, D. C. Detailed information concerning the 
form of proposals and the manner in which they are to be submitted may be 
obtained from the secretary of the Commission upon request. 

Facilities: The facilities offered for sale consist of 13 plants for the manv- 
facture of butadiene-styrene type rubber (GR-S), 2 plants for the manufac- 
ture of butyl rubber (GR-1I), 1 plant for the manufacture of styrene, 8 plants 
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for the manufacture of butadiene, 1 plant for the manufacture of dodecyl mer- 
captan, a fleet of 448 pressure-tank cars (ICC Classification—ICC-104AW) 
and miscellaneous items of equipment. 

The plants which are in operating condition and which are offered for sale 
as complete operating units are set forth in the following table. 

These plants are operated for the account of the Reconstruction Finance 
Corporation as units in an integrated synthetic rubber industry. The 13 GR-S 
plants and the 2 GR-I plants are practically the exclusive domestic sources 
of these types of rubber. All of the butadiene consumed in the domestic manu- 
facture of synthetic rubber is produced in the butadiene plants offered for 
sale or lease. The styrene plant produces a significant portion of the total 
requirements of the synthetic rubber program, the remainder being purchased 
from commercial sources. Dodecyl mereaptan is an ingredient of one type of 
GR-S, and the plant offered for sale produces the program’s requirements for this 
chemical. 

Detailed descriptive brochures relating to each of the plants may be ob- 
tained upon application to the secretary of the Commission. Similarly, descrip- 
tive inventory of the miscellaneous facilities hereby offered for sale will be 
available. 














Maximum 
annual 
capacity 


| 
Plancor 


} Location 
No. 


Present operator | 





BUTADIENE-STYRENE RUBBER (GR-S) PLANTS 


Baton Rouge, La. ---. 
Akron, Ohio. . 


S76 | Copubytined Cheep. Lo. Js 5. <<. 0 een ees 
127 | Firestone Tirbe & Rubber Co- ------.--.------.--- 
d 


1056 | a dae RE aki. Sear sateen Cher haliene-eetti> oeeine Lake Charles, La-- — 

877 | General Tire & Rubber Co-.....-------------.-.--- Baytown, Tex. -_-- 

983 | B. F. Goodrich Co___----. | Port Neches, Tex 

980 | JOE Dike ids ak ~ gtd doth Chicana di psecl | Institute, W. Va__.-.--- 12) 
% 126 | Goodyear Synthetic Rubber Corp--..----.-.-.-.--. PE a 
a 956 | OE athedadtad bagieto<verebetasetns suai Houston, Tex 
‘ 1278 | Kentucky Synthetic Rubber Corp--_-----.----.-- | Louisville, Ky 


Los Angeles, Calif 
Borger, Tex 
| Nangatuck, Conn 


082 | Pins Chemise Ciin open nse nto n nce ceie nn enn- 
129 |} U. 8S. Rubber Co. .----------- mae aetes bene 
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9832 RDC Suing Sidhe WARE LD Sesion then decbbseskscncens | Port Neches, Tex tT E 
| 
4 BUTYL RUBBER (GR-I) PLANTS i 
fi ' 
Z 1082 | Humble Oil & Refining Co--.-..-......---..-.--...- | Baytown, Tex 1 43, 000 
572 | Esso Standard Oi} Co..-.-...-.2.2..2.-225.......-- Baton Rouge, La_...--- 1 47,000 





BUTADIENE PLANTS—PETROLEUM 





Cities Service Refining Corp..........-.........--- Lake Charles, La__-.---- ; 


Copolymer Corp 





485 | Humble Oil & Refining Co 










1953 Standard Oil Co. of California 


Baton Rouge, La_- 


Baytown, Tex_-.-....-.--. 


El Segundo, Calif §______- 





933 | Neches Butane Products Co___-.....-.....---..--- Port Neches, Tex--...-..-- 3 197, 000 
484 | Phillips Chemical Co_.-.--...........-...-.......-. } Dergec, Tet... 28s... 3 71, 200 
1063 | Sinclair Rubber, Inc-.-...--...------.««.-+-.+..-s-- Houston, Tex 3 78, 000 
963 | Shell Chemical Corp.-._..-..----..-.....-......... | Los Angeles, Calif 3461, 000 








STYRENE PLANT 


DOU CR GOs eo cca see ck os Soe eek noah ce 





Los Angeles, Calif_......-- 





OTHER FACILITIES 
SED 1 We See a hk ee deed cence’ | 


















Naugatuck, Conn- 





1 Long tons. 

? This facility is now in standby. 

* Short tons. 

* Represent a tandem operation whereby Standard Oil Co. of California’s production of crude butadiene 
is transferred to Shell Chemical Corp. for purification along with Shell’s crude production. 

§ This facility is erected upon land held under an assignable lease which expires on Feb. 15, 1958, from 
Standard Oil Co. of California; all other plants are erected on property owned in fee by the Government. 







In addition to the foregoing, there are offered for sale, or alternatively for 
lease, two plants for the manufacture of butadiene from alcohol, located 
respectively at Louisville, Ky., and Kobuta, Pa. The plant at Louisville, Ky., 
Plancor 1207, has been operated, and is now being maintained in standby, by 
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Union Carbide & Carbon Corp. and hus an annual capacity of 87,000 short 
tons. The plant at Kobuta, Pa., Plancor 483, has been operated, and is now 
being maintained in standby, by the Koppers Co., Inc., and has an annual 
capacity of 128,000 short tons. These are the only facilities of any sort offered 
for lease. The Commission will entertain proposals for the leasing of these 
plants promptly and in advance of consideration of disposal of the other facili- 
ties. Such leases may run for not less than 1 nor more than 3 years. Proposals 
for the purchase of these facilities will be received in the same manner as pre- 
scribed for the purchase of the other facilities. 

The Rubber Producing Facilities Disposal Act of 1953 prescribes in detail, as 
well as generally, procedural and substantive standards pursuant to which the 
sale of these facilities by the Disposal Commission is to be effectuated. To 
facilitate compliance with these standards the Disposal Commission has pre- 
pared instructions for the submission of proposals, which set forth the require- 
ments of the Commission with respect to such proposals, and copies thereof will 
be available upon application to the secretary of the Commission. Subject to 
the foregoing, the following additional information concerning the program of 
sale is announced: 

Continued operation of plants: As a condition to sale, the Commission is 
required to be satisfied that the prospective purchaser actually intends to 
operate the facility or facilities for the purpose of manufacturing synthetic 
rubber or its component materials. The purchaser must also agree to comply 
with the terms of a “national security clause,” having terms, conditions, re- 
strictions, and reservations which will assure the prompt availability of the 
facilities, or facilities of equivalent capacity, for the production of synthetic 
rubber and the component materials thereof for a period of 10 years from the 
date of the contract. In consonance with these requirements, while the Com- 
mission will entertain proposals for the acquisition of portions of the productive 
capacity of particular facilities, as further discussed in the instructions for 
the submission of proposals, it will not entertain proposals for the piecemeal 
acquisition of individual items of equipment except such items as are listed in 
the inventory of miscellaneous equipment referred to above. 

Financing: Proposals for purchase shall provide for the payment of not less 
than 25 percent of the purchase price in cash, and the remainder may be 
financed by a trust lien purchase money mortgage maturing in not more than 10 
years and providing for periodic amortization (amortization in equal annual 
installments is not required), The interest rate upon the balance of the pur- 
chase price represented by the mortgage shall be 4 percent per annum. 

Proposals for purchase shall be accompanied by a deposit of cash or United 
States Government bonds of face amount equal to 21%4 per centum of the gross 
amount proposed to be paid but not exceeding $250,000 for each facility; pro- 
vided, however, that the deposit required in the case of a proposal for one of 
a number of facilities on an alternative basis shall be the same as would be 
required if such proposal were for only the facility for which the highest amount 
is proposed to be paid. Except in the case of purchasers, deposits shall be 
refunded without interest. In the case of purchasers, deposits made hereunder 
shall be applied without interest in the purchase price. 

Procedure subsequent to the submission of proposals: During a period of 
7 months (unless extended by the Commission upon adequate notice to those 
submitting proposals) following the termination of the period for the receipt 
of proposals, the Commission will negotiate for the sale of the facilities with 
those who have submitted proposals. In accordance with the terms of the 
act, negotiations for the sale of each type of plant (i. e., GR—-S, GR-I, Butadiene, 
etc.) will be limited to those persons having submitted a proposal for the pur- 
chase of such a type plant. Such negotiations will be conducted with due 
regard to the several purposes of the act that the disposal of the synthetic 
rubber producing facilities establish a free, competitive, synthetic rubber in- 
dustry, afford small-business enterprises and other users, the opportunity to 
obtain a fair share of the end products of the facilities sold and at fair prices, 
be consistent with national security, and realize full fair value for the facility 
or facilities, taking into consideration the policy set forth in Section 2 of the 
act. 

For further information and details apply to Ferris B. Thomas, Secretary. 

HotMAnN D., PEeTTIBONE, 

Lestigz R. RounpDs, 

Everett R. Coox, 
Commissioners. 
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Mr. Biatock. Now, if the Commission please, I have pointed out 
that every successful bidder who bid on more than one facility broke 
his bid down with the exception of Shell. I call attention to the fact 
on the point of a blanket bid giving an advantage that the Standard 
Oil Co. of California on 1 proposal bid on 10 separate combinations 
and single plants. In each instance they specified the amount for 
each pl: unt. And then in addition they specified a total amount overall 
if they were permitted to buy all four. 

And this very significant fact happened: When you add up the 
aggregate amount of the highest price bid on each individual plant, 
vou find that their bid would be $16 million. But to show that they 
thought it was an advantage, they bid $16.6 million as a package bid. 
Therefore, as a lump sum ‘package they were willing to pay $600, 000 
more than they were on the aggregate of the highest individual bids 
on each separate plant. 

Phillips submitted a bid on 2 plants, and when you add theirs up 
their total aggregate was $1,100,000 less than their lump sum package 
bid for the 2 plants. 

Senator Morse, you asked if the companies thought they would get 
an advantage. Why would you bid 1 million more for a lump sum 
than you would the total aggregate amount for each plant separately ? 

And now I say to you gentlemen of the committee that it is axio- 
matic that strict maintenance of the competitive bidding procedures 
required by law is infinitely more in the public interest than obtain- 
ing a small pecuniary advantage in individual cases by permitting 
practices which do violence to the spirit and the purpose of the law. 

We submit that the Shell bid and the ensuing negotiations on Plan- 
cors 611, 963, and 929 were not in accordance with the act and the 
proposed sale of the plants to Shell is unlawful. 

We therefore earnestly recommend to this subcommittee that the 
Senate of the United States disallow the sale of Plancors 611, 929, and 
963 to the Shell Chemical Corp. as recommended in the Commission’s 
report by passage of an appropriate resolution as provided for in 
section 23 (b) of the Rubber Production Disposal Act of 1953; second, 
that Congress amend the act in such manner as to permit the sale of 
Plancors ‘611, 929, and 963 by appropriate extension of the pertinent 
provisions of Public Law 205, which would be, I would say in the 
oy operandi, exactly the same as the Baytown bill on the Baytown 
lant 

Now, I do not know what the Congress would want to do with the 
plant in the meantime, but it could be operated or it could be put in 
standby. But in any event, if the law is followed I believe that the 
best interest of the Fonacmoaal of the United States will be served. 

Thank you very much for your attention. 

(The appendix to Mr. Blalock’s statement follows :) 
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Senator Frear. Thank you very much, sir. 

Senator Morse. Mr. Chairman, may I suggest that there be desig- 
nated a separate file in the record of this case, possibly a separate 
volume in this case, for the receipt of communications that various 
members of the committee are going to receive from manufacturers 
and interested citizens in regard to this matter. To wit, I have in front 
of me a wire I have received from some rubber sole manufacturers of 
Norwalk, Conn. They present the point of view that I think should 
receive the attention of the committee. I now ask permission that it 
be made a part of the record but that a separate file be kept for such 
communications and that they then be reported in a separate appendix 
volume. 

Senator Frear. I think they will all be in the appendix, Senator 
Morse. Thank you. 

Mr. Pettibone. 

Senator Morse. I am sorry, Mr. Chairman, but I have another 
engagement. I cannot come back until tomorrow. 

Senator Frear. Senator, thank you very much for taking care of 
the operation during my absence. 

Mr. Pettibone. 


STATEMENT OF HOLMAN T. PETTIBONE, CHAIRMAN, RUBBER PRO- 
DUCING FACILITIES DISPOSAL COMMISSION—Resumed 


Mr. Perrieone. Mr, Chairman, I have organized the material on 
behalf of the Commission into 4 parts, no 1 of them too long. 

Senator Frear. All right. 

Mr. Perrizone. The first part will be a formal statement in which 
we attempt to state the legal concepts that were before the Commission. 
But mixed right in with them will be the facts that we think are 
pertinent. And also mixed in with it will be the Commission’s judg- 
ment. 

The second part will be some charts which we have here nearby 
which are designed to try to explain to the committee just how this 
“California Complex” was worked out. I have selected that term 
deliberately, and I shall with your permission repeat it. I shall 
attempt to indicate before we are through why we call it the Cali- 
fornia Complex. 

The third part will deal particularly with some detailed relation- 
ships with this particular objector, Minnesota Mining. 

The fourth will be a brief conclusion. 

If that is agreeable as a matter of procedure, I will go ahead. 

Senator Frear. It is, sir. 

Mr. Perripone. We have copies of the formal statement. 

Senator Frear. If you do not care to go through all of this, we will 
see it is made part of the record in its entirety if you desire. 

Mr. Perrieone. It is at your pleasure, Senator. We have reduced 
it to writing. We will be just as well pleased, if it is agreeable to you, 
to let it go that way. We will be content with that. We have a num- 
ber of copies here so any interested parties may have them at once. 

Senator Frear. It will be agreeable, but we do not want to make 
suggestions that are not favorable to you. 

Mr. Perrone. No, the statement is just as I have described. It 
shows the legal concepts on which we proceeded. With it are some 
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facts that we deem to be pertinent and also some references to our 
judgment. 
(The statement referred to follows:) 








RvuBBER PRODUCING FACILITIES DiIsPOSAL COMMISSION, WASHINGTON, D. C. 


MEMORANDUM DISCUSSING OBJECTION BY MINNESOTA MINING & MANUFACTURING CO, 
TO COMMISSION’S RECOMMENDED SALE OF THREE WEST COAST PLANTS TO SHELL 
CHEMICAL CORP, 







Reference is made to the objection of the Minnesota Mining & Manufacturing 
Co., contending that the Shell Chemical Corp. proposal did not conform to the 
standards prescribed by the Congress in the Disposal Act, and therefore was im- 
properly considered by the Commission. 

Minnesota’s bid was a joint bid in which the other participants were Midland 
Rubber Corp. (a wholly owned subsidiary of Minnesota) and Edwin W. Pauley, 
an individual. The bid proposed to purchase Plancor 611, the Los Angeles co- 
polymer plant, at a price of $2% million. The bid was not dependent in any 
way upon the proposal filed by Edwin W. Pauley, as an individual, for the buta- 
diene plant at Torrance (Plancor 963), for which the sum of $4 million was 
offered. 

Minnesota, speaking for itself and Midland, requests that the recommended 
sale to Shell be disapproved and that legislation now be passed to enable the 
Commission to receive new proposals and negotiate new contracts for the sale 
of the three plants concerned under the same terms and conditions presently 
set out in the Disposal Act. 

Shell’s proposal called for the purchase of the foregoing copolymer and buta- 
diene plants, plus the styrene plant at Los Angeles, for an integrated operation, 
at a price of $27 million. (The plants had been operated on such an integrated 
basis by the Government.) In its proposal, Shell made clear that it was in- 
terested only in acquisition of the three plants as a package and that it did not 
propose to purchase individual facilities. 

Shell was declared eligible to negotiate for the purchase of the plants upon 
the basis of its proposal which was found to have met the requirements of the 
act and the Commission’s instructions. Minnesota asserts that the failure to 
break down the bid into individual prices for the individual plants comprising 
| the package is fatal. 

The Commission cannot subscribe to this view. Section 7 (b) (4) of the 
Disposal Act provides that proposals shall contain “the amount proposed to be 
paid for each of the facilities, and, if such amount is not to be paid in cash, 
then the principal terms of the financing arrangement proposed.” Broadly 
speaking, this section, procedural in nature, is designed to inform the Commis- 
sion as to how much a bidder proposes to pay and how he proposes to pay it. 
The House report on the Disposal Act described the section as follows: 

“Paragraph 4 of subsection 7 (b) is mechanical in nature and requires the 
bidder to indicate the amount proposed to be paid for each of the facilities and 
the manner in which the facilities will be financed” (H. Rept. 593, 83d Cong., ist 
sess., p. 9). 

Where a proposal covers more than one facility and the bidder desires to pur- 
chase any one separately if he cannot get the integrated whole, the proposal is 
expected to state the amount proposed to be paid for the facilities on an indi- 
vidual basis This test did not apply in the Shell case. Where a bidder has no 
intent to purchase individual facilities a clear statement to that effect satisfies 
the statute by giving a negative answer to the question of section 7 (b) (4). 
Shell’s proposal made clear that the bidder was uninterested in the individual 
purchase of one or two of the components of the whole. Shell’s statement to that 
effect in its proposal satisfied the statute since it left no doubt that no amount 
was proposed to be paid “for each of the facilities,” because there was no intention 
to purchase each of the facilities individually. Any attempt by Shell to assign 
individual prices to the three plants would have been a misrepresentation. The 
Commission does not view this section of the statute as compelling absolute 
uniformity of intention of all bidders. The history of the statute is one of re- 
quiring full disclosure of individual intentions in regard to purchase to enable the 
Commission to evaluate the proposals it received. In view of the complexity of 
the disposal program, it was to be expected that many different methods of sale 
= could be broached. The Commission welcomed them. In the light of Shell’s 

explicit statement of intent, there can be no question that the Commission was 
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afforded a full disclosure of Shell’s state of mind with respect to its participation 
in the disposal] program. 

Paragraph 4 of the Commission’s release No. 1 restated the requirement of 
section 7 (b) (4) of the disposal act, calling for a statement of the price proposed 
to be paid for each facility. It added that where a proposal contemplated 
acquisition of several facilities for integrated operation, the proposal should 
state separately the aggregate amount proposed to be paid on the integrated basis, 
and the amount otherwise proposed to be paid on an individual basis. This 
language was designed to obtain for the Commission complete and accurate 
disclosure of all essential information in proposals to be filed with it. Because 
this section was a restatement, in the instructions, of the requirement of section 
7 (b) (4) of the statute, the reasoning applicable in the discussion above 
pertaining to the statutory provision likewise applies here. Shell’s proposal, 
clearly negativing interest in anything but the entire package, made it clear that 
there was no amount “otherwise to be paid” as to individual plants since no 
interest was present for the purchase of individual plants. 

In net effect, Shell’s proposal would have been no different had it, for solely 
formal reasons, assigned values to the individual plants but interconditioned 
the offers by a statement that Shell wished only to purchase all 3 and that, 
therefore, the purchase of any 1 plant was conditioned on the purchase of 
the other 2. Such a proposal would have differed from the one actually filed 
only in the price breakdown. But that would have in no way aided any other 
bidder in view of the Commission’s general negotiating policy of not divulging 
bid amounts. Minnesota has not contended that conditioned proposals are 
invalid. In fact, in view of the geographical and technological factors favoring 
integrated purchases, they are to be expected. And many were received. The 
proposals of Copolymer Corp., Goodrich-Gulf, Texas-U. S., and Humble were 
all conditioned in one fashion or another. Conditioned bids being valid, there 
can be no objection to a package bid as, in ultimate effect, they are the same. 

The act is not a strict high-bid statute which would preclude the Commission 
from selling the plants in question on an integrated basis, even had the pro- 
posal spelled out individual prices for each plant in the group and the purchaser 
was not the high bidder on one of the plants. The Commission was explicitly 
permitted to sell for less than the high offer. This being so, and in light of what 
has been said above in reference to conditioned proposals, Minnesota could not 
have been prejudiced by Shell’s failure to break down its proposal. 

In the Shell case, the package offer (which during negotiations was increased 
from $27 million to $380 million) exceeded the sum of the individual high offers. 
The Commission was nowhere prohibited from obtaining the benefit of what- 
ever additional price a buyer might be willing to pay for an integrated operation. 

There can be no question of the bona fides of the Shell proposal. The plants 
were worth a certain sum to Shell on its premise, and the Commission would have 
been open to most serious objection had it, following the thesis of the objector, 
ruled the proposal ineligible. The question of obtaining the greatest financial 
return for the Government, consistent with the establishment of a competitive 
industry and the protection of the national security, was stressed by the Congress 
as of primary concern. 

It would seem clear that the mere qualification of the proposal as eligible was 
of itself in no sense prejudicial to other bidders for the plants comprising the 
complex. As the Commission’s report to the Congress makes clear, Shell declined 
to break down its composite bid. The question, therefore, is whether continued 
negotiations on this basis prejudiced other bidders on the plants involved. The 
answer to this question is found in the negotiating procedure followed by tue 
Commission. The Commission negotiated with bidders in the light of their offers 
and, finally, on the basis of the Commission’s view of the appropriate price for 
each plant. Minnesota was told by the Commission that in the Commission’s view 
the appropriate price for the Los Angeles copolymer plant was $3%4 million. 
Minnesota was fully negotiated with on this basis. Its original bid was finally 
increased to $3 million. This procedure was followed in other cases where, as 
here, there was more than one bidder for a facility. Examples are the Houston, 
Lake Charles, and Port Neches butadiene plants. In none of those cases was a 
‘package proposal involved. Yet the Commission’s basic procedure, modified as 
to technique where required by special circumstances, was the same as that 
followed in regard to the Los Angeles copolymer plant. The Commission’s idea 
of an appropriate price was set as a negotiating target. Therefore, any break- 
down by Shell would have had no effect on the position of other west coast bid- 
ders. With no breakdown, the Commission followed its standard procedure. A 
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breakdown would have made no difference. The Commission would have fol- 
lowed the same procedure. 

The one change in west-coast negotiating procedure involved fuller disclosure 
of the Commission’s position and thus was an aid to bidders on those facilities. 
They were put on notice of the possible existence of package proposals and 
were told the procdure to be employed by the Commission in such situations. 
The Commission said that it would consider the total of the amounts which it 
would receive on an individual basis in relation to the amount represented by 
a package bid. 

Furthermore, the Commission had a large number of individual bids on the 
styrene plant, and several bids on the butadiene and copolymer plants. I had, 
therefore, measures of value expressed by bidders with which to test prices. 
It negotiated with all bidders. At no time did Minnesota ever become high bidder, 
never reaching, for example, the initial proposal of Standard Oil Co. of Cali- 
fornia, which offered $3,500,000 for the copolymer plant. 

Minnesota was made fully aware, as were other bidders on the west-coast 
plants, that the disposal of these plants presented one of the most difficult prob- 
lems confronting the Commission. A principal concern to bidders on the copoly- 
mer plant was the absence of an assured market for its production. Standard of 
California made the assurance of such a market an absolute condition of its offer 
to purchase, and Minnesota suggested that to meet this problem the Commission 
should obtain an agreement from purchasers of other Government-owned rubber- 
producing facilities that they would, for a minimum of 5 years from the effective 
date of sale, purchase their west-coast GR-S requirements from the Los Angeles 
copolymer plant at current market prices. This suggestion could not be complied 
with by the Commission. The question of finding markets was left entirely to 
the bidders. The Shell proposal was the only one which freely accepted this 
burden. Shell was willing to take its chances on finding and developing markets. 
This factor, therefore, loomed increasingly important in the Commission’s think- 
ing as the program progressed. As the Commission’s report states, sale of the 
west-coast plants was clearly necessary to safeguard the competitive position of 
west-coast fabricators. 

The vertical integration question posed by the Shell proposal was resolved by 
the Attorney General, who approved the sales. The introduction of a strong 
company into the styrene business as a newcomer was thus regarded satisfac- 
torily, as Was entrance into the synthetic-rubber field of a company independent 
of connection with rubber fabrication. The needs of small rubber fabricators 
were protected. 

In sum, in recommending the Shell sale, the Commission fulfilled its basic 
responsibilities by obtaining the maximum dollar return, while at the same time 
establishing genuine competition in both GR-S and styrene manufacture. At 
no time during the 7-month negotiating period did Minnesota object to the Com- 
mission’s procedures, or indicate that it considered that it had not been treated 
fairly. It would accordingly seem that the protest now pending makes it in- 
cumbent upon Minnesota to demonstrate that it has in fact received such dis- 
criminatory treatment in violation of its substantial statutory rights as would 
justify the rejection of the recommended sale to Shell 

As stated in House Report 593, with respect to section 9 (b) of the act relat- 
ing to congressional review of the disposal program: 

“While it is not intended that this section will create a forum for rejected 
bidders to air their complaints, nevertheless, it will give the representatives of 
the American people an opportunity to pass upon and, if necessary, reject the 
proposed transfer of a great Government industry to the hands of private in- 
dustry. The responsibility for Federal review of the proposed sales is placed 
in the hands of the Congress, where it rightfully belongs. If either House is 
of the opinion that national security will be endangered or full fair value will 
not be received, or a competitive pattern will not be created, it can reject the pro- 
posed sales, and the Rubber Act of 1948 will then be extended to March 31, 1956.” 


Mr. Perrteonr. Shall I then proceed with the charts? 

Senator Frear. Yes; please, sir. 

Mr, Perrone. Since I have taken occasion to refer to judgment 
and since in our viewpoint a great many of the elements of our report 
involve definitely and clearly a Commission judgement, it occurred 
to me that it might not sound too commercial if I say just a few more 
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words about the makeup of the Commission so that you could have a 
little more guidance in whether you should finally conclude that the 
Commissioners knew what they were about. 

General Cook started in his teens in the cotton business in Memphis, 
Tenn. He is still one of the largest cotton merchants of the world. 
His associates on the Commission have discovered that he is not a 
novice at horse trading. 

Mr. Rounds spent his business life with the Federal Reserve Bank 
of New York. He eats statistics in financial affairs and thrives on 
them. 

The Chairman of the Commission, myself, I have been connected for 
44 years with a company in Chicago whic h has done extensive reor- 
ganization, receiv ees liquidation, management, and estate work 
since the middle 1890’s. We began to oper ate prior to the time there 
was a bankruptcy law. 

Mr. Eugene Holland started a lumber business in Nebraska and 
Iowa. He still owns it. He has been a manufacturer of considerable 
experience. 

We brought in the 60-year-old industrial engineering firm of Sand- 
erson & Porter of New York. 

_ In addition to our House counsel, we have retained counsel in every 
State where plants are located and also the firm of Sidley, Austin, 
Burgess & Smith in Chicago. 

I give you those, Mr. Chairman, I hope not as a commercial but as 
bearing on whether our judgment has behind it some experience. 

Mr. Chairman, may I on advice of my associates reverse myself to 
read part of this statement the whole of which is to be in the record 

Senator Frear. Sure. 


Mr. Perrizoner. If you wish to turn to page 4, it is the paragraph 
beginning at the top. 

In net effect, Shell’s proposal would have been no different had it, 
for solely formal reasons, assigned values to the individual lants 
but interconditioned the offers by a statement that Shell wished only 
to purchase all 3 and that, therefore, the purchase of any 1 plant was 
conditioned on the purchase of the other 2. Such a proposal would 
have differed from the one actually filed only in the price breakdown. 

3ut that would have in no way aided any other bidder in view of the 
Commission’s general negotiating policy of not divulging bid amounts. 

Minnesota has not contended that conditioned proposals are invalid. 
Quite to the contrary, both counsel have admitted to you that condi- 
tioned bids are 100 percent valid. 

In fact, in view of the geographical and technological factors favor- 
ing integrated purchases, they are to be expected. And many were 
received. The proposals of Copolymer Corp., Goodrich-Gulf, Texas- 
U. S., and Humble were all conditioned in one fashion or another. 
Conditioned bids being valid, there can be no objection to a package 
bid as, in ultimate effect, they are the same. 

The act is not a strict “high bid statute” which would preclude the 
Commission from selling the plants in question on an integrated basis, 
even had the proposal spelled out individual prices for each plant in 
the group and the purchaser was not the “high bidder” on one of the 
plants. The Commission was explicitly permitted to sell for less than 
the high offer. This being so, and in light of what has been said 
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above in reference to conditioned proposals, Minnesota could not 
have been prejudiced by Shell’s failure to break down its proposal. 

In the Shell case, the package offer, which during negotiations 
was increased from $27 million to $30 million, exc eeded the sum of 
the individual high offers. The Commission was nowhere pro- 
hibited from obtaining the benefit of whatever additional price a 
buyer might be willing to pay for an integrated operation. 

Senator Frear. Mr. ‘Pettibone, may I ask there: I believe the ques- 
tion was asked of you yesterday whether the highest bidder on each 
of the three plants: would have amounted to at least $27 million. 

Mr. Perrimone. The charts, if you do not mind, Mr. Chairman, 
will show that. 

Senator Frear. Right. 

Mr. Perrrpone. Because there are some conditions. 

There can be no question of the bona fides of the Shell proposal. 
The plants were worth a certain sum to Shell on its premise, and the 
Commission would have been open to most serious objection had it, 
following the thesis of the objector, ruled the proposal ineligible. 

The question of obtaining the greatest financial return for the Govern- 
ment, consistent with the establishment of a competitive industry 
and the protection of the national security, was stressed by the Con- 
gress as of primary concern. 

It would seem clear that the mere qualification of the proposal as 
eligible was of itself in no sense prejudicial to other bidders for the 
ple ints comprising the complex. As the Commission’s report to the 
Congress makes clear, Shell declined to break down its composite bid. 

The question, therefore, is whether continued negotiations on this 
basis prejudiced other bidders on the plants involved. The answer 
to this question is found in the negotiating procedure followed by 
the Commission. The Commission negotiated with bidders in the 
light of their offers and, finally, on the basis of the Commission’s 
view of the appropriate price for each plant. Minnesota was told 
by the Commission that in the Commission’s view the appropriate 
price for the Los Angeles copolymer plant was $3,500,000. Minne- 
sota was fully negotiated with on this basis. Its original bid was 
finally increased to $3 million. 

This procedure was followed in other cases where, as here, there 
was more than one bidder for a facility. Examples are the Houston, 
Lake Charles, and Port Neches butadiene plants. In none of those 
cases was a package proposal involved. Yet the Commission’s basic 
procedure, modified as to technique where required by special cir- 
cumstances, was the same as that followed in regard to the Los An- 
geles copolymer plant. The Commission’s idea of an appropriate 
price was set as a negotiating target. Therefore, any breakdown by 
Shell would have had no effect on the position of other West Coast 
bidders. With no breakdown, the Commission followed its standard 
procedure. A breakdown would have made no difference. The Com- 
mission would have followed the same procedure. 

The one change in west-coast negotiating procedure involved fuller 
disclosure of the Commission’s position and thus was an aid to bidders 
on those facilities. They were put on notice of the possible existence 
of package proposals and were told the procedure to be employed 
by the Commission in such situations. The Commission said that 

59961—55—_10 





142 RUBBER FACILITIES DISPOSAL 


it would consider the total of the amounts which it would receive 
on an individual basis in relation to the amount represented by a 
package bid. 

Furthermore, the Commission had a large number of individual 
bids on the styrene plant, and several bids on the butadiene and 
copolymer plants. It had, therefore, measures of value expressed 
by bidders with which to test prices. It negotiated with all bidders. 
At no time did Minnesota ever become high bidder, never reaching, 
for example, the initial proposal of Standard Oil Company of Cali- 
fornia, which offered $3,500,000 for the copolymer plant. 

Senator Frear. May I ask also was there more than 1 bidder who 
bid separately on each of the 3 plants and collectively ? 

Mr. Perrmone. Yes, sir; and this we tried to put in the charts, 
Mr. Chairman. 

Senator Frear. All right. 

Mr. Perrmone. I think it will develop. 

Minnesota was made fully aware, as were other bidders on the 
west-coast plants, that the disposal of these plants presented one 
of the most difficult problems confronting the Commission. <A prin- 
cipal concern to bidders on the copolymer plant was the absence of 
an assured market for its production. Standard of California made 
the assurance of such a market an absolute condition of its offer 
to purchase. That appears in every part of the 10 proposals, alter- 
nate proposals, of Standard. 

Minnesota suggested that to meet this problem the Commission 
should obtain an agreement from purchasers of other Government- 
owned rubber-producing facilities that they would, for a minimum 
of 5 years from the effective date of sale, purchase their west-coast 
GR-S requirements from the Los Angeles copolymer plant at cur- 
rent market prices. This suggestion could not be complied with by 
the Commission. The question of finding markets was left entirely 
to the bidders. 

The Shell proposal was the only one which freely accepted this 
burden. Shell was willing to take its chances on finding and develop- 
ing markets. This factor, therefore, loomed increasingly important 
in the Commission’s thinking as the program progressed. As the 
Commission’s report states, sale of the west-coast plants was clearly 
necessary to safeguard the competitive position of west-coast 
fabricators. 

The vertical integration question posed by the Shell proposal was 
resolved by the Attorney General, who approved the sales. The intro- 
duction of a strong company into the styrene business as a newcomer 
was thus regarded satisfactorily, as was entrance into the synthetic- 
rubber field of a company independent of connections with rubber 
fabrication. The needs of small rubber fabricators were protected. 

In sum, in recommending the Shell sale, the Commission fulfilled 
its basic responsibilities by obtaining the maximum dollar return, 
while at the same time establishing genuine competition in both GR-S 
and styrene manufacture. At no time during the 7-month negotiat- 
ing period did Minnesota object to the Commission’s procedures or 
indicate that it considered that it had not been treated fairly. It 
would accordingly seem that the protest now pending makes it in- 
cumbent upon Minnesota to demonstrate that it has in fact received 
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such discriminatory treatment in violation of its substantial statutory 
rights as would justify the rejection of the recommended sale to Shell. 

‘Now, before I proceed with the charts, I might simplify 1 or 2 
ssues. As to the matter of whether the California Complex was ever 
regarded by the Commission as one unit, we never regarded it so. We 
regarded it as 4, 3 involved in the Shell sale and 1 in the Standard Oil 
sale. As to the technical competence of Minnesota, never any ques- 
tion. Their representative in negotiations with us, and with me in 
particular, was Dr. Oakes, and from the very first, even when we 
made an inspection trip in California, he and also Mr. Parkhurst, of 
Standard Oil of California, made it clear that the whole problem with 
the copolymer plant and, with that, the California Complex, was: 
How are you going to sell your rubber unless some at least of the major 
tire manufacturers will give commitments to buy ? 

Dr. Oakes went to Akron, Ohio, several times to talk to these peo- 
ple, and came back and reported lack of success. 

We were very sympathetic to his position. We were sympathetic 
to the position of Mr. Parkhurst, of Standard. We tried repeatedly 
to prevail upon him to waive the conditions set forth in his proposal 
that none of their bids would stand unless the copolymer slued had 
assured purchasers for the output, the larger companies having taken 
70 or 75 percent of its production historically. 

In all of our relations with Dr. Oakes we dealt very freely with him. 

And on the statement that they were entirely frightened at a given 
point, I would give dates to show how late they were negotiating 
with us—up to December 27. 

This may be a bit awkward here, but this is styled “The Package 
Bid on Los Angeles Styrene, Butadiene and GR-S Plants.” Here is 
shown the initial bid of each bidder as a package bid. There were 
four. 

Shell starts at $27 million. And the date over here shows that in 
the month of November they raised it to $30 million. 

Standard Oil started at $16.6 million, moved it up until finally 
it was $21 million for 4 plants—not 3. There were 3 in the Shell 
proposal and 4 in the Standard proposal. 

Dow Chemical started at $17.5 million and stayed at $17.5 million 
for 3 plants. 

Senator Dovetas. Mr. Pettibone, am I 

Mr. Perrrpone. This particular one got dropped down, Senator 
Douglas. 

Senator Dovetas. I understand, but Dow bid $17.5 million for 
3 plants—— 

Mr. Perrrsone. Yes, sir. 

Senator Dovetas. And also $18 million for 1? 

Mr. Perrone. Their first bid was $17.5 million. That figure 
must be wrong. 

Senator Doveras. Look down below on the styrene plant. 

Mr. Perrrsone. Oh, yes. 

Senator Doveias. On the Dow bid. 

Mr. Perripone. Yes. 

Senator Dovenas. They started low, but they wound up with $18 
million for the styrene plant. 

Mr. Perripone. Yes. 
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Senator Doveras. But only bid $17.5 million for the styrene, 
butadiene and GR-S. Now, that is a strange process of arithmetic. 

Mr. Perriponer. That is the way it was done. 

Senator Doveras. What, sir? 

Mr. Perrigone. That is the way it was done. 

Senator Doveras. Well, I do not want to be disrespectful to these 
gentlemen, but I would say this is a case for a psychiatrist. 

Mr. Pertizone. The bids on the Los Angeles styrene plant alone—— 

Senator Doveras. Perhaps it is a case for Judge Barnes, because I 
think they already have two styrene plants in addition to this one that 
they were bidding on. 

Mr. Perrmone. As far as the copolymer setup, there was a problem 
of disposal to anybody, because they could not get assured outlets for 
the rubber. And the offsetting advantage in the California Complex 
was 11 bidders for the styrene plant. No other facility had so many 
bids. Those are shown here—the beginning bids and the intermediate 
bids and the final bids. 

I think you were asking some question about that the other day, 
Senator. We will start here with Dow. Dow originally bid for the 
styrene plant alone $12.5 million. It raised the styrene bid alone to 
$18 million. You see, this $17.5 million was at an earlier date. That 
was what I missed. We have got that psychiatrist licked now. It 
was in August that they went to the $17.5 million and then switched 
and put it on the styrene alone. I had forgotten that. 

The next one is Foster Grant. They originally bid $16,100,000 and 
did not raise it. 

The next one is American Chemical. They started with $1314 
million and did not increase it. 

National Lead began at $4 million and raised it in late November to 
$13 million. 

Standard Oil of California in that plant alone started at $6 million 
and raised it to $9 million. 

Heyden Chemical started with $5.8 million and raised it to $6.3 
million. 

Grace and Monsanto moved from $4 million to $5.8 million, and 
Montrose from $3.9 million to about $6 million. I’m sorry the chart 
is wrong. 

I left out Hercules. They started with $10 million in October and 
raised it to $1514 million and wound up with a high bid of $17 million. 

Senator Frear. Maybe you should have gone back to them. They 
did pretty well, did they not? 

Mr. Perripone. Very well. And at that point we saw we had such 
a bonanza in the styrene plant. If they could not sell a substantial 
part of the styrene to the copolymer plant we would not get any such 
price, and maybe we would not be able to sell it. 

Senator Frear. But Hercules did not want the copolymer plant. 
Dow did bid on it, did they not? 

Mr. Prerrimonr. Dow, yes. Dow was a package bid. It was a 
second choice, Mr. Holland points out to me, and it was only good if 
they could not buy the styrene alone. 

I am trying with this first chart to demonstrate that the key to 
the California complex was somehow to find an outlet for the rubber 
of the GR-S. It was very natural for these prospective bidders to 
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come and ask the help of the Commission. They wanted to see if 
we could prevail on some of the larger fabricators to make commit- 
ments. We considered it carefully with all concerned. It involved 
serious legal questions. In addition, it involved very serious negoti- 
ating questions. We were trying to sell those people rubber plants 
elsewhere and did not wish to be going to ask them for a favor at the 
very moment when we thought their bids were not quite high enough, 
and before we get through I will show you what their bids were that 
we were working on at that time. 

Here again is the same tabulation at the top of the package bids 
on the Los Angeles plant. But here come the bids below on the Los 
Angeles GR-S plant. The original bid was Standard Oil of Cali- 
fornia, $3,500,000; raised in August to $5 million; but with con- 
ditions. 

If you turn to the supplement to our report you will find the con- 
ditions are spelled out. They would not buy anything unless they 
could be assured of the rubber in the GR-S plant. 

M & M—Midland & Mauley—started at $214 million and raised in 
December to $3 million, plus a profit item—a percentage of the profits. 
It was not the only case where that. problem was presented. On advice 
of counsel we took the position that the statute did not authorize such 
a proposal. They had to be firm bids. 

Next I come to the bids on the Los Angeles butadiene plant alone. 
There were two. This is disregarding Shell. Five million dollars 
bid by Standard Oil of California and not raised. 

Four million dollars bid by Pauley and not raised. 

Now today Senator Douglas was asking some questions when it 
turned out only one copolymer plant had more than one bidder, and 
he inquired about the effect of competitive bidding. My testimony 
was more or less that it would have been very helpful if it had been 
possible, but it was not. All we had was one bid with the exception 
of the one in California. Here is what happened when we had com- 
petition. 

On the Houston butadiene plant there were three bidders. Sin- 
clair started with a bid of $16 million; in October it raised it to $16,- 
400,000 and finally went to $16,750,000. 

Food Machinery originally bid $11 million and raised it in October 
to $15 million, and in November to $1714. Then in early December 
to $21,700,000, and raised it again. 

The final purchase was $24,197,000, against the start of $11 million. 

Mr. Hotianp. Pardon me, Mr. Chairman. Allied goes in there, 
too. 

Mr. Perrisone. Which one? 

Mr. Horxianp. Allied. 

Mr. Perrimone. Where does it start ? 

Mr. Hotzanp. It comes in here. 

_ Mr. Perrrsonr. There is another bid in there of Allied which was 
518,200,000. Here is the Grace bid. They started at $8 million and 
in July raised it to $11,600,000. In October they raised it to $14 mil- 
lion and in late October to $16,400,000. Then to $17,300,000, $19,800,- 
000, and $21,500,000, and lost out with a narrow margin—$23 million 
as against $24 million at the very end. 

This is given to illustrate not only the technique we employed, but 
what you could do with it when you had competitive bidding. 
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This last one is put forward 

Senator Dovue.as. For the sake of the record, would you say some- 
thing of the bidding, that you did not have similar competitive bidding 
on the other copolymer plants ? : 

Mr. Perriwone. Yes, sir. No question about it. Here are the bids 
on the four large copolymer plants in the Gulf area. This technique 
of ours was somewhat unique, of making up our minds on what was 
an appropriate or asking price. The engineers whom we employed 
started working on it in March and worked right through to December 
with us. They were not appraisers, they were industrial engineers, 
but a group of them worked, interpreting all of the data we could get 
from every source, and interpreting the bids and trying to relate them 
to each other, so that we pond have something of an idea of what sort 
of a target to shoot at, which we called appropriate or asking price. 

Oddly enough, we got a great deal of satisfaction in this setup be 
cause one of the bidders hit almost exactly on the nose the price we 
arrived at independently. 

The engineers throughout all this never had access to the bids. Only 
5 of us at any time knew the bids—the 3 Commissioners, Mr. Holland 
and Hogate. So the engineers who were advising us had to get their 
information from sources other than the amount of the bid. So far 
as we know there was no leak. But it was, rather, a confirmation of 
our method to find Goodrich bidding at Port Neches, $13 million— 
and I imagine they were a bit surprised when the telephone call came 
to them and instead of asking for an increase, we told them we were 
very much pleased with their bid, and then we started to work the 
other end of it. 

Goodyear bid at Houston $8,600,000. We did not think that was 
quite high enough so they wound ops with $11 889,000. 

United States Rubber started at $7,300,000 at Port Neches and they 
wound up at $11,500,000. 

Firestone started at $7,200,000 and went to $8,500,000 in October, 
and came out at $11,650,000. 

We submit that to illustrate that there must have been some sense in 
the technique we employed, because it worked. 

Next I want to make just a few brief references, and as I make 
these I do it just to keep the record straight and do not mean to imply 
in the slighest a criticism of Minnesota Mining of Dr. Oakes. We 
took out of the file, a record of my first meeting with Dr. Oakes, which 
took place in Chicago on March 19. He had been associated with 
Minnesota Mining since 1928 and gotten his degree in chemistry at 
Columbia, and was one of the managers of the Kentucky Synthetic 
Copolymer Plant, and is now president of Midland Rubber, a wholly 
owned subsidiary of Minnesota [reading] : 


Midland has not been able to get a commitment from any of the big four 
rubber companies to buy the end products of the California copolymer. As yet 
they have not been able to get any satisfactory firm commitment from Shell. 


You understand I am reading from a memorandum I made at the 
time: 


They have not been able to get any satisfactory firm commitment from Shell 
and Standard for feed stock and have not been able to see their way clear to 
buy the copolymer plant until they are certain of a supply of butadiene at a 
price they can afford to pay in competition with Gulf Coast producers. 
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Bear in mind this was March. At that time we were laboring with 
them to do whatever we could to help persuade them to make a bid in 
order that they might become eligible. We had further conversations 
in April and early May, and several meetings in May. Then we were 
delighted when on May 27 they put in a proposal, even though, as it 
turned out, the proposal was not quite high enough. As they put 
in the proposal they brought to our attention in July, through Dr. 
Oakes, that 73 percent of the plant’s production has been going to the 
big four rubber companies, and without some commitments in that 
area he did not see how his company would proceed. 

Bear in mind, we took the position, and so informed all bidders, 
that no bidder was bound by his proposal, and that he could withdraw 
it at any time up to the time he signed the contract. 

The converse of that was that the Commission was not bound 
either. If we told someone we thought his was a pretty good price 
we still could tell him somebody outbid him during the period before 
we came around to signing the contract, and he would be out. We 
would tell him his bid was exceeded and give him a chance to meet it. 
In the whole period of this time 

Senator Frear. What do you mean by that—“Give him a chance 
to meet it”? Would you tell him what the price of that bid was? 

Mr. Petripone. No. Just tell him he was not high bidder. 

Senator Frear. He could bid again and still may not make it. 

Mr. Petripone. He had to bid against it until he found out he was 
high. 

Senator Frear. Yes. 

Mr Petripone. That technique was employed throughout. These 
are some more of the same. There are constant contacts with Dr. 
Oakes in which he was dealing with his own people, and the unman- 
ageable problem of how you could get any of the big rubber companies 
to make commitments, and rather hoping we would do something 
about it. For reasons we probably don’t need to develop fully we 
preferred to keep out of it and never made any effort to persuade 
any of the Big Four to make such a contract. 

On October 25 Dr. Oakes called on Mr. Holland: 


Dr. Oakes called me today to see if they could get some information. Said 
they had been covering the country the past 2 weeks and were very much up 
in the air. He added they had not had any encouragement from the Big Four 
in buying rubber, or anything. He said they heard we had told some people 


what the bid would have to be and wondered if we could give them any advice 
on it. 


I told Dr. Oakes the Commission was meeting tomorrow and I would put his 
request to them and give him some kind of answer and be in touch with him 


again, 

That was when we were trying to consider if there was anything 
we could do to be helpful with his problem, which is the same prob- 
lem Parkhurst of Standard Oil of California was putting before us 
at every meeting, and he never removed his condition. 

I have an October 29 memorandum signed by Mr. Holland: 


I talked with Dr. Oakes today. I told him that the Commission has been 
in almost continuous session here for 2 or 3 weeks. 


Excuse the commercial on that, Mr. Chairman: 


In order to save the time and travel we were taking this means of getting 
to them the Commission’s idea of an appropriate price for the purchase by 
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his group of the plant on which they have bid as part of the disposal program 
to be presented to Congress. In order to continue keeping their bid price con- 
fidential, I was not going to mention it on the telephone, and the figure I was 
about to give him would be the amount to be added to their bid figure, and we 
asked this be kept confidential. I then told Dr. Oakes that the figure to add 
to their bid to meet the Commission’s idea was $1 million. 


This same technique was followed with each high bidder. In other 
cases this was a little different. 

Senator Frear. That means that in a way would be equal to the 
highest bidder at that time. 


Mr. Perrone. They would assume we did not have any bid higher 


than that and were probably justified in assuming we did not have one 
that high: 


For his information I told him each bidder was being given the Commission’s 
present idea of the appropriate price * * *— 


Each bidder in the California complex— 


And is being encouraged to adjust his proposal upward in case the price bid 
is lower. I added there was something else to think about. If we have a 
package bid it is going to be judged on the following basis— 


The date of this is October 29— 


1. Does the bid price exceed the sum of the appropriate prices placed by the 
Commission on the individual plants in the package. 

2. Is the bid price on the package higher than the sum of the highest individual 
bids received on the plants contained in the package. 

It is assumed, of course, that all other criteria are met. At this point Dr. 
Oakes recited his understanding of 1 and 2, as follows: “The first was that the 
bid price exceeds the price on appropriate prices on the individual plants; and, 
second, the package bid higher than the sum of the highest bids of each of the 
facilities.” 

Continuing, I said that to make certain there is no misunderstanding on 1 and 
2 we wanted him to know even though they meet the appropriate price it may 
be that they will still not be the buyer of the facility, which is explained by the 
fact that the aggregate of the bids for each single facility may be less than the 
total of the package bid, including two or more of the facilities; and until the 
Commission knows the top bidder, each bidder for one or more of the facilities, 
we cannot tell whether the price for the single facilities or bids for some combi- 
nations make a better price. 

Dr. Oakes said, “Thank you kindly. That answers all the questions I had in 
mind.” 


December 22 Mr. Holland signs this: 


I called Dr. Oakes at St. Paul today and asked how he was coming. I told him 


we were supposed to have a meeting this morning and thought he would have a 
“yes” or “no.” 


Because, by this time, they had learned we had signed a contract with Shell 
and trying to have M. & M. either buy Baytown or Institute. We gave them full 
particulars on both plants. My memory is they visited Institute and went over 
it, but so far as I know they did not visit Baytown. But that has a bearing on 
the question we were discussing the other day of trying to interest other bidders 


in Baytown. 

At the time we were doing this for Dr. Oakes, we made this exception 
for all of the California complex. In the other places we gave the 
appropriate price only to the high bidder and let the other fellow guess 
until he could see whether he could raise, and some of them did, and 
that accounts for some of the bids you saw. They raised their bid and 
still they were told they were not high bidder. They had to believe 
we were honest, and they finally raised. 

Here is what we did with the California complex. We have a list 
of the telephone calls on every bidder. 
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November 2, American Chemical; bid on styrene, $13.5 million. 
Every bidder was told our price on the styrene plant was $20.3 million. 
We went down the list and gave them the amount they would have to 
add to their bid. I will skip the difference. 

Foster Grant, $16.1 million. It must be compared with $20.3 
million. 

Hercules Powder, $15.5 million ; 

October 29, Heyden Chemical, $6.3 million ; 

Merck, $10 million ; 

Minnesota, Midland, and Pauley on plancor 611, $214 million was 
their bid and we told them our appropriate price was $314. 

Monsanto for styrene. We were dealing with all of them here. 
Monsanto, November 2, had a bid of $5.8 million. You have got to 
make $20.3 million. 

Montrose, styrene, $5,900,000. We told them the bid would have 
to be $20,300,000, which was our asking price. 

National Lead, the copolymer plant and styrene plant, bid together 
on a joint bid, not separate. A package bid of $4 million. We told 
them it would have to be $23,800,000. I do not know whether they 
have recovered yet. 

Pauley, the butadiene bid $4 million. He was told the appropriate 
price was $7 million. 

Every bidder in the California complex was given fair warning of 
a package bid and an appropriate price by us. At no time were these 
bidders anywhere near high, even with the Standard Oil bid, except 
with the conditions. 

To further complicate it, if we were to sell the styrene plant to either 
Dow or Monsanto there would be a question as to monopoly. Dow had 
from 35 percent to 40 percent of the total capacity of the country, and 
Monsanto had 30 percent. Take the lower figure on Dow of 35 per- 
cent. Adding 30 to that makes 65 percent, and our plant has 10 per- 
cent. If we sold either one of them that plant they would jointly 
have 75 percent of the total. So that while we never mentioned that— 
and if they are here now they are hearing it for the first time—we 
thought if we could work out something where we did not have to 
have those 2 owning 75 percent of the total production of the country, 
we would be less likely to get in trouble when we are right where we 
are now—before this committee. I think I have made that clear. 

We did not communicate that view to Dow. We did not communi- 
cate it to Monsanto. I give it now because I am trying to show that 
in trying to keep all these balls in the air which you gentlemen call 
criteria, sometimes it got a little bit thick. 

Our conclusion is—and I say that after hearing the testimony and 
listening closely this morning to Mr. Connolly and Mr. Blalock this 
afternoon—for the life of us we cannot see where they are hurt. The 
Standard Oil bid was broken up. It did not help Minnesota any 
because we did not tell them what it was. The whole program was 
full of bids, where a bidder would say, if he did not put it in his pro- 
posal he would say, as Firestone, at Lake Charles, said, “I will not 
sign the contract unless and until I know that the butadiene plant has 
been sold to somebody I can get along with.” 

So how do you get around that? The way we met it was this: We 
agreed we would so conduct the negotiations with the two separate 
companies-that when we arrived at a price and were ready to sign the 
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contract we would bring them in at the same time, and as they had 
their pene ready to sign we would disclose to each of them who the 
other buyer was, and then ask them if they were ready to sign. That 
is the way it worked. 

The final conclusion on this particular matter is, we believe Shell 
is a strong company and thoroughly experienced. It operated one of 
these plants. The Government contracted to have Sheil operate it for 
them. Shell is not a rubber fabricator, but will provide rubber for 

sale in the general market, and we think it will be a very good supplier 
of rubber, even for the objectors i in this case. 

Thank you. 

Senator Frear. Thank you, Senator Douglas. 

Senator Doveras. Mr. Pettibone, I know you have been under a 
good deal of strain this week and you have 2 hard days ahead of 
you. It is quite an imposition to ask questions of you so late in the 
day. 

Have you received any assurances from the purchasers about the 
future prices which they would charge for synthetic rubber ? 

Mr. Perrmone. No, they have not given assurances to us, but you 
may be aware of the fact that lately they have given us certain assur- 
ances as to the price at which they will sell the inventory they buy 
from the Government at the transfer date, and a number indicated 
they will sell at the same price they pay the Government. Beyond 
that the only knowledge we have is that some of them have been 
circulating the trade with signed contracts offering rubber at prices 
fixed by the contract which are not far from the present prices. They 
have some differentials for freight adjustments. 

Senator Doucias. But no assurances as to naturally what might 
happen in the future? 

Mr. Perripone. No, sir. We asked for none and I know of none. 

Senator Doveras. May I ask how will the contract provisions to 
assure certain percentages to small businesses at fair prices be 
enforced ? 

Mr. PettiBon®. I was greatly interested in the approach. 

Senator Doveias. Whether by the small companies or the Govern- 
ment. 

Mr. Petrisoneg. I was interested as I listened this morning to the 
gentleman concerned with that responsibility. I heard Judge Barnes’ 
testimony, and it occurred to me maybe we had done a pretty good job 
writing those amounts, because if there is a substantial departure 
there is sure to be a squawk ; and I would suppose it has some policing 
elements in it. 

Senator Doucias. By the Government? 

Mr. Perrisone. By the Government. 

Senator Doueras. This is a technical question. How big a per- 
centage of the total national production of cold latex was done at 
the Akron plant of Goodyear? 

Mr. Perrimone. Mr. Holmquist will answer that. 

Mr. Hormauisr. I am Mr. Holmquist of an industrial engineering 
firm. I cannot give you the precise figures. That information is 

available, but we understand many other plants are planning to put 
in cold facilities. 

Senator Dove.as. But as of the present moment ? 
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Mr. Hotmauist. As of the present moment United States pro- 
duces cold latex. Goodyear is the predominating one. And also 
Copolymer in Baton Rouge produces some. a 
Senator Doveras. It is hard for me to find the tonnage capacities 
of these various plants immediately. Could you give a rough estimate? 
Mr. Hotmaquisr. A rough estimate of the total cold latex produced 
now ? 
Senator Dovetas. Yes; and the share of the Akron plant in it. 
Mr. Hotmeauist. I am afraid not. There may be somebody here 
from FFC. They would know. 
Senator Dovetas. Would you supply it for the record ? 
Mr. Hotmaqutist. Indeed we will. 
Mr. Perrmone. We have that. 
(The information referred to follows :) 


RUBBER PRODUCING FACTLITIES DiIsposaL COMMISSION, 
Washington, D. C., March 10, 1955. 













Hon. J. ALLEN FREAR, Jr., 
United States Senate Committee on Banking and Currency, 
Subcommittee on Production and Stabilization, 
Washington, D.C. 

DEAR SENATOR FREAR: In response to Senator Douglas’ request at the hearing 
on March 9, 1955, there are enclosed for the record copies of a memorandum 
discussing cold latex capacity of the Government-owned plants. 

Sincerely yours, 









BuGENE Hoiuanp, Erecutive Director. 







Cotp LATEx CAPACITY 





Senator Douglas requested information on the capacity of Government plants 
to produce cold latex. 

A number of different types of cold latex are made—high, medium, and low 
solids. High solid cold latex is used principally for foam rubber and since 
December 1954 demand has been in excess of productive capacity of all plants. 
The high price of natural latex is thought to be the reason for the large increase 
in demand in recent months. 

Four plants are equipped to make cold latex: Goodyear-Akron, United States 
Rubber-Naugatuck, Copolymer-Baton Rouge, and Midland-Los Angeles. The 
capacities of these plants to produce high solid cold latex are as follows: 
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The Government has been considering installing facilities to produce high 
solid cold latex in several additional plants, and it is thought likely that this 
will be done by the private owners if the disposal program is consummated. 

Low solid cold latex is used principally as a cord dip in producing tires. The 
productive capacity has been ample to supply the demand. All of the above 
plants can produce low solid cold latex. Goodyear-Akron could, but should not, 
substitute for high solid cold about 2,800 long tons monthly of low solid cold 
latex, Los Angeles cannot produce high solid but can produce low solid cold 
latex in substantial amounts. About 10 tons per month has been satisfying the 
coast demand. Naugatuck and Baton Rouge can produce in addition to the high 
solid cold latex listed above, 100 tons and 3,000 tons monthly of low solid cold 
latex. Thus the capacities can be considered as follows: 
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Monthly capacity low solid cold latex 


Long tone 
Q 
100 


Goodyear, Akron 

United States, Naugatuck 
Copolymer, Baton Rouge 
Midland, Los Angeles Large 

Senator Doveias. May I ask a detailed question about the Kobuta 
plant bought by Koppers? That figure looked a little low. 

Mr. Perrizone. Senator Douglas, I wished that there was some way 
we could have labeled it that did not use the word “sale.” It is an 
extraordinary situation. It is a swapping of dollars. Our executive 
director, Mr. Holland, took on the burden to see if there was any way 
we could sell it. Our approach to the question was that the essential 
thing involved was national security, because the only time the plant 
can operate is when alcohol is abnormally low in price. Otherwise 
the plant will be priced out of the market by the others. The exact 
details that were worked out, which would indicate that the Govern- 
ment gets more dollars this way than the other, Mr. Holland would be 
prepared to answer. 

Senator Dove as. The only question that was raised on page 20 
of your report was, having a gross book value of $45,600,000, it sold 
for $2 million. I know it is an alcohol plant and subject to the dis- 
abilities of alcohol plants, but the disparity was so great that I won- 
dered if you wanted to make any comment about it. 

Mr. Perrreonr. Well, I might add one more thing before Mr. Hol- 
land begins. There are two of those in the system. This transaction 
you could hardly call a sale. One plant is at Kobuta and the other at 
Louisville. We are in the process of and have prepared a lease to 
Publicker for the latter one. The lease goes to the Attorney General. 

I found in reading the transcript that in my statement yesterday I 
referred to that as something that was to come to your committee or 
to the Congress, whereas it is not so. We have the right to make the 
lease subject to the approval of the Attorney General, and it is not 
to be submitted to the Congress. That is just by way of introduction. 

As to that plant, Mr. Holland will answer it. 

Mr. Hottanp. Senator Douglas, the Kobuta plant has not operated 
since July 1953. The alcohol butadiene plants are normally not 
profitable operations. 

Senator Dovetas. They are high cost ? 

Mr. Hotianp. They are so dependent on a low-price alcohol. The 
Commission at first doubted 

Senator Doverias. And not being able to get alcohol at low cost, 
therefore they are high-cost producers / 

Mr. Hoiianp. Yes, sir. Very much so. The Commission at first 
doubted there would be any bidders at all for the alcohol-butadiene 
plants. The Kobuta plant was under lease to the Koppers Co., which 
lease expires on April 1959, for which they pay an annual rental 
of about $200.000 to the Government. We have persuaded and nego- 
tiated with Koppers, not on an earning power basis, but as to how 
we could go about it to actually save the Government money. 

As the chairman said, we cannot call it technically a sale, but we 
thought it was very much in the spirit of the act to try to work out 
something to stop the big drain of standby costs that the Government 


was going to have to pay to keep that plant in order to make alcohol 
butadiene. 









‘One 

0 
100 
000 


rge 


ita 


ay 
an 
ve 
ay 
ial 
nt 
ise 
ict 


be 


20) 
ld 
is- 


n- 


On 
at 
to 


or 
he 
ot 


ad 


ot 


st 
le 
-h 


al 


, 


; 


it 
it 
1 









rs 


RUBBER FACILITIES DISPOSAL 153 


The Koppers proposals came in with a series of propositions, none 
of which we thought could be defended. We finally worked out a 
proposition whereby we could dispose of the entire plant for $2 
inillion plus the spare parts of $342,000. Then to reckon what that 
would do, and calculate what that would do for our Government, we 
put with that the cost of standby if we did not sell, on the basis of 
the Federal Facilities Corporation expense record. We added that 
because that is actually a saving to the Government and, therefore, 
the Government will get that much back in the Treasury. 

This is the one thing that must be considered, and we had to consider 
it in our negotiations. You understand during this negotiating we had 
to try and read the minds of the people on the other side of the table 
and had to put ourselves in their shoes. We could see a strong case 
where we figure out a definite amount that would be a saving to the 
Government. You also have to take that same amount and add it to 
the purchase price that is paid by the Koppers Co., because they actu- 
ally have to keep this plant in standby under our national seeurity 
clause. So that when you say the Government saves X million dollars 
in standby costs you can also say in addition to the $2,342,000 that the 
Koppers Co. are going to pay that they are going in turn to have to 
spend the same amount of money that the Government would have 
had to spend in the 10-year period. So I know that on the basis of 
good businesslike accounting you will have to admit that their cost 
for that plant is the amount that they pay in cash now, plus what 
they are going to have to pay in the upkeep of the standby portions. 

That is the basis of our trade, and I must say we are all very muc! 
pleased to think we could dispose of that plant on that basis because 
of the saving to the Government. 

Senator Frear. Is that all? 

Senator Dovetas. That is all. May I ask that the charts be made 
part of the record and it be kept open for later figures? 

Senator Frear. I have just been informed that pictures will be 
taken of the charts used this afternoon and they will be made part of 
the record. 

Again I say we thank you, gentlemen, for appearing before us, and 
we hope you have a successful day before the House tomorrow. 

Mr. Perrmone. Thank you very much for accommodating us, be- 
cause we are finding it a little diffieult to be in two places at once 
tomorrow. 

(The charts referred to are as follows :) 

RvussBeR Propuctne Facirrres Disposat ComMISSION, 
Washington 25, D. C., March 10, 1955. 
Senator J. ALLEN FREAR, Jr., 
United States Senate, 
Committee on Banking and Currency, 


Subcommittee on Production and Stabilization, 
Washington 25, D. C. 


DEAR SENATOR FREAR: In response to your request at the hearing of your sub- 
committee on March 9, 1955, concerning the report of this Commission and 8S. 
691, I am submitting, for the record, pictures of the five charts used by Mr. 
Pettibone in his testimony before you that day. I wish to eall vour attention 
to an error in chart 3. The final bid of Montrose Chemical Co. on the styrene 
plant was $6 million, an unallocated portion of which was for the purchase of 
certain tank cars. I regret that the chart was in error in not showing the final 
bid of Montrose correctly. This error was also made when the information on 
bids was given to the General Accounting Office for their examination. 

Very truly yours, 
EUGENE HOLLAND, Executive Director. 
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GIS ON FOUR LARGE COPOLYMER PLANTS-CULT AREA 
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PACKAGE BID ON LOS ANGELES STYRENE, BUTADIENE ¢ ORS PLANTS: 


MILLIONS 


FINAL BID 
$ 30,000,000- SHELL (3 PLANTS) 


Nl 7,500.,000-DOW (3 PLANTS) 
21,100, 000- $.0.0F CAL.(4 PLANTS) 


4000 om — LEAD 
2 PLANTS) 


4— 13,500,000-AMERICAN CHEMICAL 
13,000,000-NATIONAL LEAD 
+— 9,000,000-S.0.OF CAL. 
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1954 
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peice 21,100,000- S.0. OF CAL.(4 PLANTS? 
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(2 PLANTS) 


3,000,000 +5% NET PROFIT 
MM.M.,MIDLAND & PAULEY 
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PACKAGE EDS ON LOS ANGELES PLANTS 


MILLIONS 
OF DOLLARS 
INITIAL BID 
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4,000,000- NATIONAL LEAD 
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EDS OW LOS ANGELES BUTADIENE PLANT 
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ps he ed 4,000,000- PAULEY 
Lee A meade 


MAY JUNE JULY ~~ on OCT. NOV. DEC. 
CHART 5 


Senator Frear. I would like to say also that the committee very 
much appreciates the attentiveness of the audience. You have been 
very kind, and in the face of a situation where I think at times you 
possibly could not hear what was going on. But it just goes to show, 
I guess, that rubber is rather adhesive. We will look forward to 
seeing many of you tomorrow. 

At this time may I announce Mr. W. S. Richardson, president of 
the Goodrich-Gulf Chemicals, if he is in ‘the room, will be put on at 
10 a.m.inthe morning. Is that agreeable ? 

Mr. Ricuarpson. Yes, sir. 

Senator Frear. Before recessing, may I read into the record another 
notice. 

On February 28, I gave notice, through the press, and by a state- 
ment on the Senate floor, of hearings on the bill, S. 691. 

At that time I asked all persons objecting to the bill to make their 
views known to the Committee on Banking and Currency. 

I now give notice that any such objections, in order to be considered 
by the committee, must be received on or before midnight, March 15, 
195 Dd. 

This bill would authorize reopening of negotiations by the Rubber 
Producing Facilities Disposal Commission for sale by the Federal 
Government of the general-purpose synthetic-rubber plant at Bay- 
town, Tex. 

To date, no objections have been received directly by the committee. 

The committee will stand in recess until 10 a. m. tomorrow in the 
same room. 

(Whereupon, at 5:40 p. m., the subeommittee-recessed until 10 
a.m. the following day, Thursday, March 10, 1955.) 
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THURSDAY, MARCH 10, 1955 






Untrep StTares SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON PropUCTION AND STABILIZATION, 
Washington, D.C. 

The subcommittee met, pursuant to recess, in room 301, Senate Office 
Building, at 10 a. m., Senator J. Allen Frear, Jr. (chairman of the 
subcommittee) presiding. 

Present : Senators Frear, Douglas, Morse, Capehart, and Bricker. 

Senator Frear. The subcommittee will come to order. 

Mr. Richardson is already at the witness stand and ready to give 
testimony. 

We are very happy to have you with us this morning, Mr. Richard- 
son. You may proceed. I understand you have a statement. We 
will have the complete statement put in the record, and you may high- 
light it or you may read it in the record. 

Mr. Ricuarpson. I prefer to read it, Senator, and I thank you very 
much for your courtesy. 

Senator Frear. All right, sir. 





STATEMENT OF WILLIAM S. RICHARDSON, PRESIDENT, THE B. F. 
GOODRICH CO., AND DIRECTOR, GOODRICH-GULF CHEMICALS, INC., 
ACCOMPANIED BY DEAN E. CARSON, DIRECTOR OF BUSINESS RE- 

SEARCH, THE B. F. GOODRICH CO. 






Mr. Ricwarpson. My name is William S. Richardson. I am a direc- 
tor in Goodrich-Gulf Chemicals, Inc. I am also president of the B. F. 
Goodrich Co. 

At the time Goodrich-Gulf successfully negotiated contracts with 
the Rubber Producing Facilities Disposal Commission to purchase 
certain of the Government-owned synthetic rubber facilities, I was 
president of Goodrich-Gulf. 

I have seated with me at the table, Mr. Dean E. Carson, director of 
business research, the B. F. Goodrich Co. 

Goodrich-Gulf, which was organized in August 1952, to engage in 
the petro-chemicals business, is owned 50 percent by the Gulf Oil 
Corp. and 50 percent by the B. F. Goodrich Co. 

Both of these companies participated in the original design and 
construction of the Government-owned synthetic-rubber-producing 
facilities and both are still operating facilities for the Government. 

You may recall that B. F. Goodrich alone made available to the 
Government more than 150 patents pertaining to GR-S rubber: with- 
out charge. At no time have we asked for or ever received any royal- 
157 


59961—55 11 


158 RUBBER FACILITIES DISPOSAL 


ties for the use of these patents. As American citizens and as part of 
United States industry, it was our privilege during World War II to 
contribute our know-how and the patent rights necessary for the 
original construction and operation of the Government rubber facili- 
ties. Since then, we have continued to carry on reimbursed research 
and development in the interests of furthering the United States syn- 
thetic rubber program. 

Nearly 10 years have elapsed since the end of World War IT and 
more than 5 years since Congress declared, and I quote— 
the security interests of the United States can and will best be served by the 
development within the United States of a free competitive synthetic rubber 
industry. In order to strengthen the national security through a sound industry, 
it is essential that Government ownership of production facilities and Govern 
ment production of synthetic rubber be terminated whenever consistent with 
national security. 

It was President Truman’s administration that recommended to 
Congress that a disposal program be enacted and carried out. It was 
the 83d Congress which passed Public Law 205 authorizing the dis- 
posal of the Government-owned rubber-producing facilities and which 
provided for the appointment of a commission to carry out the will 
of Congress. 

You have before you a report to Congress of that Commission. We 
believe it has done a magnificent job in complying with all the pro- 
visions of Public Law 205. 

We believe the disposal program recommended by the Commission 
will set up a free, competitive synthetic rubber industry and will at 
the same time safeguard our national security. 

The Commission has succeeded in signing contracts with small, 
medium, and large companies. It has arranged in its contracts for 
the supplying of rubber to small business enterprises other than those 
connected with the proposed purchases. It has, in my opinion, 
obtained “full fair value” for these facilities. 

Goodrich-Gulf Chemicals also believes it is in the public interest 
for the Government to obtain “full fair value” for the Baytown, Tex., 
copolymer facility and would like to go on record at this time as en- 
dorsing S. 691. I might add that the B. F. Godrich Co. feels the same 
way. 

The sale of the Baytown, Tex., plant will bring additional revenue 
to the Government, increase competition, contribute to the welfare of 
the Texas community at large, and will serve the national interest. 

We would like to go on record at the same time as expressing our 
conviction that the sale of that Baytown plant should be carried out 
without in any way interfering with the present disposal program. 

Goodrich-Gulf Chemicals has entered into a contract to purchase 
the copolymer plant located at Port Neches, Tex., known as Plancor 
983. 

Goodrich-Gulf also has entered into a contract to purchase an un- 
divided one-half interest in the butadiene plant also located at Port 
Neches, Tex., designated as Plancor 933. 

As an important part of the purchase agreement : 

We have contracted to keep the facility available for the production 
of synthetic rubber for a period of 10 years, in compliaanace with the 
national security clause. 
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We have contracted to make available 15,000 long tons of GR-S 
rubber, almost 17 percent of the plant’s capacity, to small rubber users 
on a nondisecriminatory price basis. In other words, the b. F. Good- 
rich Co. wlil pay just as much for the rubber that it purchases from 
Goodrich-Gulf Chemicals as will the smallest purchaser in the country. 
Goodrich-Gulf and the B. F. Goodrich Co. already have entered into 
contractual agreements to that effect. 

We have contracted to purchase the working inventories on the 
terms set up by the Disposal Commission. 

We have expressed our willingness to purchase our appropriate 
share of the Government-owned synthetic rubber inventory at the 
Government’s selling price existing at the time these plants are turned 
over to private operators. 

In addition, we have agreed to resell this inventory of synthetic 
rubber at the same price that we obtain it from the Government. We 
have agreed to make this rubber available to the customers who his- 
torically have purchased their requirements from this plant under 
Government ownership. This will be carried out on a share-and- 
share-alike basis. 

From the very beginning, Goodrich-Gulf has bargained with the 
Government in good faith. Goodrich-Gulf was the highest bidder for 
the copolymer facility, Plancor 983, both at the time of the original 
bids in May 1954 and after all negotiations had been completed by 
the Disposal Commission. As a matter of fact, the Goodrich-Gulf 
bid was the highest for any GR-S copolymer facility of equivalent 
capacity. 

As Chairman Pettibone mentioned yesterday, the initial Goodrich- 
Gulf bid of $13 million for this facility was the exact amount that the 
Commission had established as “full fair value” for this plant. 

Goodrich-Gulf also made a joint bid with the Texas-United States 
Chemical Co. for the butadiene plant at Port Neches, Tex., designated 
Plancor 933. Again, we were the original high bidder by a very sub- 
stantial margin. It also was a higher bid, ratiowise, than was orig- 
inally made by any other purchaser for any butadiene plant. After 
all negotiations were completed, we were still the highest bidder. 

Goodrich-Gulf expects to be in severe competition with the poten- 
tial purchasers of other butadiene and other copolymer plants. 

In fact, we already are out looking for customers. We have writ- 
ten every present customer of the copolymer plant which we have 
contracted to purchase, and I might add, many, many other people 
in the rubber industry, to the extent of four or five hundred companies. 

We are already considering the possible necessity for expansion. 
Between now and 1960 we believe world requirements of total rubber 
will necessitate the building of additional synthetic rubber-producing 
facilities. Goodrich-Gulf has already inaugurated engineering studies 
to increase the capacity of the facilities which it has contracted to pur- 
chase so that it can make every effort to supply customer requirements 
of all kinds in the future. 

Some of the companies who have arranged to purchase Government 
facilities have already announced their selling prices for synthetic 
rubber. The prices which they have announced are no higher than 
present Government selling prices. Goodrich-Gulf will be competi- 
tive, I can assure you. 
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With successful completion of the disposal program, the full, fair 
value of the Government synthetic valle facilities will have been 
recovered, income-tax revenues will have been increased, and in all 
other ways the best interests of the American people will have been 
served as Congress so clearly indicated and intended. 

I thank you for the opportunity, Mr. Chairman and Senators, to 
present my views. 

Senator Frear. Thank you, Mr. Richardson. 

You, I am sure, as was stated in your testimony, are convinced that 
the small rubber industries or the warehousemen, so to speak, should 
be insured a fair supply of rubber. In other words, the big rubber 
companies, and you, as a part or one of those big rubber companies, 
have no intention of killing off the little fellows, making it a monopoly 
of 4 or 5 large rubber facilities in this country. 

You intend, I am sure, to live by what you have said in your testi- 
mony, and you will supply, to the best of your ability, people who 
gather rubber or buy rubber from w arehousemen. 

I think that is the proper term, is it not? 

Mr. Ricwarpson. I am afraid not, Mr. Chairman. The warehouse- 
men are the people who warehouse the inventories of rubber. They 
do not sell the products. 

But I can assure the chairman that it is our intent to look after 
small business in every way, shape, and manner. We are presently 
sellers of raw materials to the rubber industry that we also consume 
ourselves, and historically we have always looked after small business, 
many times to our own dentriment, sir. 

Senator Frear. Well, even though the term for the procedure of 
getting rubber to the small people was wrong on my part, my interest 
is in seeing, as far as I possibly can, that the users, the small users 
of rubber, will be insured a supply at a reasonable price, or a market- 
able price. You stated in here that they would have the same oppor- 
tunity to buy a thousand tons or 500 tons or 10 tons of rubber, as 
they would a hundred thousand tons of rubber. 

Mr. Ricuarpson. I didn’t exactly say that, Mr. Chairman, I said 
that they would buy it at the same price that the B. F. Goodrich Co. 
would buy it. 

Senator Frear. Well, suppose the B. F. Goodrich Co. bought a 
hundred thousand tons. That is a large quantity, I am sure. 

Mr. Ricnarpson. We intend to follow the Government’s synthetic 
rubber program price, which is a carload and less-than-carload price, 
and the only differential would be between a carload and less-than- 
carload, regardless of other quantity. 

Senator Frear. Is there a possibility, or is there not—that is what 
I want to determine—that the large rubber companies of the country 
have any intention of freezing out the little fellow in the rubber 
industry ? 

Mr. Ricwarpson. None whatsoever on the part of Goodrich-Gulf 
Chemicals, sir. 

Senator Frear. Of course, I would only expect you to answer for 
your company. That was a rather broad statement. But I expect the 
same question will be asked of the representatives of the other 4 or 
5 big rubber companies. That is a statement that I am happy to 
have you make, sir. 
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In the purchase of these plants from the Government, these facili- 
ties, rubber-producing facilities, do you expect to spend any money 
: new processes that may have been initiated from the time these 

facilities were built up until today? The technical processes peculiar 
to the rubber industry that may be different than they were when 
the Government built these plants? In that instance, will your com- 
pany anticipate the expenditure of additional money on the plants that 
you have purchased from the Government ! 

Mr. Ricuarpson. We expect to make some capital expenditures to 
take out certain bottlenecks in those plants right now; in other words, 
to make them more flexible, because we will have more demands for 
different types of rubber than are now produced in the plant we are 
intending to purchase. 

Senator Frear. As far as you can see, in the foreseeable future, you 
are not expecting to reduce the capacity of the plants, but, rather, 
increase it? 

Mr. Ricuarpson. We definitely will increase them, Senator Frear. 

Senator Frear. Will you continue to make the same types of rubber 
that the plants are now producing? 

Mr. Ricwarpson. Yes, sir; we certainly will make the same types of 
rubber, and we probably will make certain types that are not now 
produced in that plant. 

Senator Frear. In addition? 

Mr. Ricwarpson. In addition. 

Senator Frear. Thank you, sir. 

Senator Capehart. 

Senator Capenart. Mr. Richardson, in your statement, you are en- 
dorsing 100 percent, 5. 6914 

Mr. RicHarpson. That i is right, sir. 

Senator CaPeHaArt. And you believe it to be in the best interests 
of the Government, as well as the industry, that this Baytown plant 
be sold to private industry ? 

Mr. Ricuarpson. | have stated that, sir. 

Senator CaPeHArtT. To the highest bidder? 

Mr. Ricwarpson. Yes. 

Senator Capenart. And it will in no way interfere with your con- 
tract with the Government or with the Rubber Disposal Commission ? 

Mr. Ricwarpson. We will not withdraw our bid on the plants we 
have quoted if S. 691 is passed, and we hope it will be. 

Senator CAPEHART. You will not attack the Government’s right to 
sell this plant, providing it is sold to private industry ¢ 

Mr. RicHarpson. In no degree at all. 

Senator Capruart. Are you familiar with the controversy with 
respect to the Shell’s purchase of three plants in Los Angeles? 

Mr. Ricnarpson. I listened to the testimony, Senator, yesterday 
and the day before. 

Senator Carpenart. Will the fact that they did not bid separately 
on any of those plants have any effect whatsoever on your bids and 
your purchase of the properties from the Rubber Disposal 
Commission ? 

Mr. Ricuarpson. None whatever, sir. 

Senator CapeHart. Regardless of the outcome of that controversy, 
you make no claim 

Mr. RicHarpson. 





Make no claim whatever. 
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Senator Carenart. That the Disposal Commission did not follow 
the law? 

Mr. Ricwarpson. No, sir. 

Senator CaprnarT. Thank you, sir. 

Senator Frear. Senator Bricker. 

Senator Bricker. I have no questions. 

Senator Frear. Thank you, very much, Mr. Richardson. We ap- 
preciate your testimony. 

Mr. Ricwarpson. Thank you, Senator Frear. 

Senator Frear. Mr. J. E. Trainer, executive vice president of the 
Firestone Tire & Rubber Co. 

Good morning, Mr. Trainer. 

To you have a prepared statement you would like to submit? 

Mr. Tratner. I have a brief prepared statement with me, which I 
think I would like to read, Senator. 

Senator Frear. Thank you. You may proceed. 


STATEMENT BY J. E. TRAINER, EXECUTIVE VICE PRESIDENT, THE 
FIRESTONE TIRE & RUBBER CO. 


Mr. Tratner. My name is James Edward Trainer. I am executive 
vice president, and a director of the Firestone Tire & Rubber Co. 

Firestone directed the construction of Government copolymer plants 
in Baton Rouge, La.; Lake Charles, La.; and in Akron, Ohio. Fire- 
stone has ¢ ontinuously operated the copolymer plants at Lake Charles 
and Akron. We recently signed an agreement to purchase these two 
plants. 

In testimony before various congressional committees, as far back 


as 1947, the chairman of our company, Mr. Harvey S. Firestone, Jr., 
urged that the manufacture of synthetic rubber be placed entirely in 
the hands of private industry. In testimony before a Senate com- 
mittee, on June 6, 1950, he stated in part, and I quote: 


The obligation to furnish the synthetic rubber requirements of the rubber 
industry in peacetime and to bear the costs of operating such an enterprise 
should not continue to be assumed by the Government any longer than necessary. 
Our company is prepared to take over from the Government our share of these 
responsibilities, and furthermore, to accept the conditions of the Government 
security agencies with respect to national security. * * * 

Today I reaffirm the position we have consistently taken and urge 
that this committee accept the program for the s sale of the plants 
recommended to it by the Rubber Producing Facilities Disposal Com- 
mission. The removal of the synthetic rubber industry from Govern- 
ment ownership to private industry will be an important step in 
strengthening the democratic form of government under which this 
country has developed and grown great. 

It is our belief that the Commissioners’ program measures up to all 
of the qualifications established by Congress in Public Law 205. 

It is my opinion that industry will be impelled to accelerate syn- 
thetic rubber production, research, and development in the climate of 
competitive free enterprise, which has been responsible for American 
industrial progress down through the years. 

Firestone already is taking steps to implement the agreement it has 
made with the Commissioners to promote competition ‘and to provide 
small business with an assured supply of ual tic rubber. As early 
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as January 21 we told prospective customers for our synthetic rubber 
that we were prepared to sell it at a price of 23 cents per pound f. o. b., 
Lake Charles, La. This is the same f. o. b. price at which the Govern- 
ment is now selling synthetic rubber. 

In order to assure that general purpose synthetic rubber would be 
made available to consumers in accordance with the terms of Public 
Law 205, the Firestone Co. has agreed, in our contract with the Com- 
missioners, to assign 20 percent of the Lake Charles and Akron present 
productive capacity to others, especially to small business enterprises. 
On January 3, 1955, we sent letters to several hundred rubber manu- 
facturers, specific ally those who were being supplied rubber from the 
plants that we have contracted to purchase, and we told them that 
we would like to be considered as a supplier for their synthetic rubber 
requirements, 

May I point out that this policy is a long-established one at Fire- 
stone. For many years we have been selling to small businesses such 
raw materials as natural latex from the Firestone plantations in Li- 
beria; reclaimed rubber from our reclaim plants in Akron, Ohio, 
Memphis, Tenn., and Los Angeles, Calif.; special vinyl resins and 
special synthetic rubbers produced by Firestone facilities in Potts- 
town, Pa.; fabrics and cords used in tires, as produced in our plant 
in Gastonia, N. C. 

You will be interested in our plans for the immediate future as they 
affect the Akron and Lake Charles synthetic rubber plants. Fore- 
seeing an increase in the demand for cold latex, which has been in short 
supply since the middle of last year, we are preparing to spend 
$700,000 immediately to convert part of the Akron plant to cold rubber 
and latex. 

Firestone is also preparing to spend immediately more than 
$500,000 at Lake Charles to remove bottlenecks that adversely affect 
the capacity of the plant. 

Historically, Firestone has been a pioneer in urging that our coun- 
try be independent with respect to its supply of rubber. 

In 1922 the founder of our company, Mr. Harvey S. Firestone, 
organized a campaign under the banner: “Americans Should Produce 
Their Own Rubber,” which resulted in the establishment of the Fire- 
stone plantations in Liberia, and it was these plantations that became 
the largest single source of natural rubber and latex for the United 
States during World War II. 

Our company was a pioneer in developing synthetic rubber. In 
1939 Firestone was producing the butadiene-styrene type rubber for 
use in tires. It was mainly from this background and experience that 
the Government-owned synthetic rubber plants were designed and 
built. ; 

In conclusion, may I point out that under private enterprise, com- 
petitive research and development can be expected to accelerate the 
improvement of quality and increase the uses of synthetic rubber. 
This will be highly beneficial to the country in times of peace, and in 
terms of national security it will be an indispensable asset. 

Thank you, Senator. 

Senator Frear. Would you like, briefly, to state just how Firestone 
manages these plants now for the Government ? 
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Mr. Trarner. We manage them under a direct contract; that used 
to be with the Rubber Reserve, now part of the Department of Com- 
merce. 

As you undoubtedly recall, when these plants were built initially, 
as the result of Government going to private industry and asking 
them to design and build and operate plants, at that time the contract 
under which we first operated these plants we received had a fee that 
was about four times as high as the fee that we are now receiving. 
That contract also included a paragraph which stated that the builders 
of those plants would have an opportunity of the first refusal to buy 
those plants when sold by the Government. That was all withdrawn. 
As time went on, the fee was reduced, and we operate them for the 
Government on that basis today. 

Senator Frear. Did I understand you to say that your fee has been 
reduced 75 percent ? 

Mr. Tratner. It is only about 25 percent of what it was originally; 
that is, approximately, That is a matter of record. 

Senator Frear. Who sets the management policy, the operator or the 
Government ? 

Mr. Trarner. The Government. 

Senator Frear. The Government does that. 

I am very happy to read what you have said regarding your availa- 
bility of supplies to small business. 

Do you expect to continue making the same types of rubber that 
the plants are now making, perhaps with additional types, however ? 

Mr. Trarner. In general, we will make the same types that we have 
been making, and perhaps some additional types. However, as time 
goes on, I think there will be a tendency to try to standardize within 
certain manufacturing areas. 

Senator Frear. You no doubt heard the question I asked of Mr. 
Richardson, in which I was in error regarding the warehousing—I 
was not as familiar with it as I thought I was. But, what are your 
intentions toward any type of warehousing in the future? 

Mr. Tratner. Well, we will have to give our customers good service, 
and we will have to do whatever warehousing is necessary to be com- 
petitive and to get their business. 

Senator Frear. And your customers include small-business people? 

Mr. Tratner. That is specifically whom I am talking about. 

ator Frear. So you would have warehouses available that the 
people who use small quantities of rubber could draw on? 

Mr. Trarner. So we could serve them well. 

Senator Frear. Thank you very much. 

Senator Capehart. 

Senator Carenartr. Does your company recommend fhat the Gov- 
ernment sell the Baytown, Tex., plant? 

Mr. Trarner. Yes, sir; we are in favor of the sale of that plant. 
I think that I would preface that, perhaps, with the statement that 
[ would expect them to get the full fair value for the plant, and that 
we would not expect the sale of this plant to delay the present sale of 
the other plants. Under these circumstances, we are in favor of this 
plant being sold. 

Senator Carrnart. Would it have any effect upon your bid? 

Mr. Tratner. None whatsoever. 
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Senator CareHart. Are you familiar with this controversy in re- 
spect to Shell and those plants at Los Angeles? 

Mr. Trarner. In general; yes, sir. 

Senator CareHart. Regardless of the outcome of that, would it have 
any effect whatsoever upon your bid ? 

Mr. Tratner. No, sir; no effect on our bid. 

Senator Carenart. Thank you, sir. 

Senator Frear. Senator Morse. 

Senator Morse. In your statement, Mr. Trainer, on page 2 you say: 

It is my opinion that industry will be impelled to accelerate synthetic-rubber 
production, research, and development in the climate of competitive, free enter- 
prise which has been responsible for American industrial progress down through 
the years. 


. 


Is it true that from 1935 to 1947 Firestone was one of the Big Four 
in the antitrust case of the United States v. Rubber Manufacturers 
Association et al., and that your company pleaded nolo contendere ¢ 

Mr. Trarner. I will have to admit, Senator, that I am not entirely 
familiar with that action that was taken at that time. 

Senator Morse. You do not know whether or not the Firestone Rub- 
ber Co. in that series of antitrust actions from 1935 to 1947 pleaded 
nolo contendere and was fined $5,000 under the law ¢ 

Mr. Tratner. Well, if that is the record, I guess that was so. 

Senator Morse. Do you know whether or not in 2 cases in 1950, 1 
civil and 1 eriminal, both known as United States v. Association of 
American Battery Manufacturers, Sears, Firestone, Goodrich, Good- 
year, and others were charged with price fixing and exercise of monop- 
oly power to exclude competitors, among other things, and they again 
pleaded nolo contendere to 1 count in the criminal case, and took a 
consent decree in the civil case ¢ 

Mr. Tratner. If that isa matter of record; yes, sir. 

Senator Morse. In l/nited States v. National City Lines, Ine., et al., 
also two cases filed in 1947, Firestone, Phillips, Standard Oil of Cali- 
fornia, and others, were charged with conspiracy, restraint, and mo- 
nopolization of trade in the sale of buses, petroleum products, and tires 
and tubes. The charges went back to 1937. In the criminal case, the 
jury found them guilty on one count in 1949. The civil suit, involving 
injunctions against future violators, was still unsettled in 1954. Reg- 
ulation of trade by lawsuit is sometimes a slow business, we all recog- 
nize, but is not that the record with regard to that case involving 
Firestone ? 

Mr. Tratner. That also is a matter of record. 

Senator Morse. I am asking that to make it part of this record. 

Mr. Tratner. Yes. 

Senator Morse. And then we have three Canadian antitrust cases, 
one of which involved Regina v. Firestone Tire & Rubber Co. of 
Canada, Ltd., et al., im which again we find the company involved in 
an antitrust action. That is true, is it not? 

Mr. Trainer. I assume that is also a matter of record. 

Senator Morsr. Mr. Chairman, I wanted to put this in the record to 
illustrate that in this matter of rubber manufacturers we do have a 
clear legal record of the necessity on the part of the Government to 
exercise a constant vigilance over these great rubber companies in 
order to protect the consumers of America from monopolistic practices. 
It is just a matter of legal record. 
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Senator Frear. Senator, is there something you want placed in the 
record ¢ 

Senator Morse. No; I am just making that statement. 

Senator Frear. Yes, sir. 

Senator Morse. Now, a question or two, Mr. Trainer, with regard 
to these protective clauses for small business that we find in these sales. 
Why was it considered by the Commission, do you know, desirable to 
have those protective clauses put in the contracts ? 

Mr. Trarner. I think that is something the Commission would have 
to answer. 

Senator Morse. You would not have an opinion as to why the Com- 
mission put the protective clauses in ¢ 

Mr. Trarver. No, I do not know why, because, frankly, we have 
been selling to small business on a competitive basis. 

Senator Carruarr. Will the Senator yield? I would like to say 
this, as the author of the law. It was part of the law; they were re- 
quired to do it under the law we passed, Public Law 205. That law 
required that small business be protected. 

Senator Morse. I understand that. 

Senator CaprHart. And they were required to do that by law. 

Senator Morse. I understand that, and if the Senator will permit 
me, I think the Senator from Indiana, as chairman of the committee, 
made a very eloquent and very sound, I think, argument in support of 
those provisions of the law. We have learned from experience such 
as the cases I have just cited that such regulations by the Government 
are necessary in order to protect small business from monopolistic 
trends that would develop if you didn’t have those protective clauses 
in these contracts; based upon, of course, the provisions of the law. 

Well, Mr. Trainer, my next question goes to what would happen if 
there was a breach of one of these contracts. Suppose your company, 
Firestone, just refused, subsequently, to sell the supplies to the small- 
business houses. Could the small-business houses be a party in litiga- 
tion againt mtr under this law ? 

Mr. Tratner. I do not believe I would be qualified to answer that. 
other than to say that we have obligated ourselves to sell 20 percent of 
the capacity of these plants, and, ‘frankly, we are out now trying to 
sell that capacity, and I think so long as there are customers for 
something that we make and that we have to sell, we will be out there 
selling it; of that I am sure. 

Senator Morse. But if, for some reason, you should decide not to 
continue with that policy, could the business houses affected do any- 
thing about it, or would it be up to the Government to take such steps 
as its legal counsel might decide it could take ? 

Mr. Trarner. That being a legal question, I am not prepared to 
answer it. 

Senator Morse. Well, I will just get the questions in the record and 
then we will repeat them when we get other witnesses, because I think 
it is important in connection with your testimony, in view of your 
assurance that Firestone has a policy and will continue a policy of 
selling to small businesses, that these questions be raised at this time 
for further consideration by witnesses, legal witnesses, that may want 
to testify to them. 

Do you know of anything in these contracts with the Disposal Com- 
mission that would empower the Government to take these plants back 
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if Firestone or any other company should fail to keep its assurances 
that it is going to sell to the small plants? 

Mr. Tratner. I am not familiar with the legal detail that might be 
involved there. 

Senator Morse. Mr. Trainer, what is the outlook for the produc- 
tion and use of synthetic rubber in the years immediately ahead ! 

Mr. Trarner. I think as the years go on the use of synthetic rubber 
will increase, and I am-sure, with the proposed set-up of these plants in 
private hands, that the plants will be expanded to take care of the in- 
creasing market for synthetic rubber. There is no question in my 
mind at all about it. As evidenced by my statement, we are already 
preparing to spend money to, in effect, increase the capacities of the 
plants and make the kinds of rubbers that people want. : 

Senator Morse. Do you share my optimism—and I am very opti- 
mistie about it—that the next quarter of a century, and we hope longer, 
promises a remarkable expansion of the entire American economy 
which would result, of course, in the expansion of the use of all rubber 
products ? 

Mr. Tratner. I think that is a fair statement, based on the increase 
in population and the historical growth of the rubber industry. 

Senator Morsr. Now, assuming that our competitive system con- 
tinues with the relation of small business to big business about what 
it is now, would it not follow from that observation that small busi- 
ness Will need an increase in quantities of rubber products to meet its 
expansion needs, just as big business is going to need increased quanti- 
ties to meet its ? 

Mr. Tratner. It is reasonable to assume that. 

Senator Morsr. Do you think, therefore, it might be desirable to 
have some provision, either in the law or in the contract for the dis- 
posal of these plants, whereby the proportion that is going to go to 
small business could be subject to review periodically ? 

Mr. Tratner. I think that would be entirely unnecessary, based on 
the history of the rubber industry. In the case of Firestone, when 
more reclaim was required by the industry, we increased the capacity 
of our reclaim plants to serve the customers. 

Senator Morss. It is your testimony that the committee and the 
Congress can rest assured that the big companies themselves will even 
be ready to meet. and supply needs of the small companies without 
having any legal mandate that will require them to change their per- 
centage of sales to small business periodically ? 

Mr. Trainer. It is my feeling that a legal mandate is entirely 
unnecessary. 

Senator Morse. Well, suppose the big companies who are buying 
these plants should decide to put them in standby use, rather than 
operating them. Does the contract have any restriction on that de- 
cision by the purchaser ¢ 

Mr. Tratner. In answer to that specific question, I do not believe 
that it does, but that is rather farfetched and it is rather difficult to 
assume that anything like that could ever happen. 

Senator Morse. Well, I go by experience. 

Mr. Trarner. Not so long as there was a need for the output of these 
plants. We did not buy them to put them in standby and pay the price 
that we paid for them only to put them in standby. 









168 RUBBER FACILITIES DISPOSAL 


Senator Morse. Well, putting them in standby hypothetically 
could, under some facts and circumstances, could it not, be a great. aid 
to the companies if they decided they wanted to restrict production 
for any economic purpose / 

Mr. Trarner. That is inconceivable to me, that that would happen. 

Senator Morse. It is a common cartel practice in other countries, is 
it not ? 

Mr. Tratner. So far as Firestone is concerned, it is inconceivable 
that could ever happen. 

Senator Morse. Let us exclude Firestone for a moment, I am talk- 
ing about an economic problem and a potential business practice. 
The suggestion I am making is not foreign to the record of industry; 
it is the record of the cartel system, to restrict production in order to 
make greater profits out of less production. 

Mr. Tratner. I think the record of the industry stands for itself. 
If the demand for tires were increased in this country, and for other 
rubber products—-when the demand increased, industry stepped right 
up ready to meet it, regardless of what that demand was, large and 
small companies acted alike. 

Senator Morse. Then you think there is no danger of any combina- 
tion of industry in this country every adopting a cartel policy. I as- 
sume it could follow that you would have no worry, then, about any 
restriction being placed in the contract prohibiting a standby prac- 
tice, 

Mr. Trarner. It is entirely unnecessary. 

Senator Morsr. Well, from your standpoint it is unnecessary, but 
my question is: Believing that it is unnecessary, then Aya see no ob- 
jection to a restriction being written into the contract, or the law 
changed to write it into the law ? 

Mr. Tratner. Well, I—— 

Senator Caremart. Write what into the law? That they will sell 
to small business ? 

Senator Morse. No, a restriction upon the companies as to put- 
ting these plants in standby condition after they have purchased 
them. 

Senator Carenarr. The original law prohibits that under the Na- 
tional Security Act. 

Senator Morse. All the law says is that they must have them ready 
within 180 days. It does not say they have to continue to operate 
them. 

Senator Carenart. The law says they must operate them for 10 
years. 

Senator Morse. Where does it say that? 

Senator Carenart. Have them ready for 10 years. 

Senator Morsr. They have to get them ready in 180 days. My ques- 
tion is: Suppose the time comes when for some economic purpose 
known only to the companies, they decide to put them in standby. We 
are dealing with an economic asset here that I think is going to make 
a tremendous contribution to the economy of this country, not for a 
quarter of a century but for half a century. 


Well, I got my question in the record because T am laying the foun- 
dation for future references. 
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Referring to my hypothesis, Mr. Trainer, although I know you think 
it is a hypothesis that is reducing it to the absurd, if a group of com- 
panies should decide to follow the cartel practice of restricting pro- 
duction in order to raise the price, would that not have a monopolistic 
effect on this industry / 

Mr. Trainer. Well, Senator, I don’t like hypothetical questions, and 
secondly, | think we should go on the record of the industry, and what 
the industry has done in taking care of the demands for rubber prod- 
ucts. They did it through the war period and they have done it in 
peacetime ~ And I would like to let the question stand on that. So 
far as Firestone is concerned, we are not interested in any cartels. 

Senator Morse. Of course, I have no control over your taste in ques- 
tions, I am asking the questions. And if you will read the Supreme 
Court decisions, you will find that our courts constantly have to adjudi- 
cate problems in view of hypothetical possibilities as to what would 
happen if a different rule of law were laid down. And these anti- 
trust cases involving your company are not hypothetical; they are a 
matter of record; and they involve business practices, in some instances, 
in which you are involved in restriction of production, and there is 
nothing hypothetical about that. 

I am talking here now as a legislator, as to what the responsibility 
of this committee is, to see to it that we write into this contract provi- 
sions, or that we amend this law, so as to guarantee for the next quarter 
of a cenury or half a century to American small business that the great 
potential manufacturing unit out here, once owned by the Government, 
sold to your company, after 10 years is not going to be put in mothballs 
without the Government’s at least having some recovery right. 

I am interested in this law from the standpoint of possibly an amend- 
ment that will give us some recovery rights in case, hypothetically, 
your company or any other company should follow what we have 
always had to be on guard against when we have sought to check 
monopolistic practices, a business device that maybe some of your 
successors might not be as shocked about as you are, of putting this 
property in standby condition. 

And so I go back to my question, and you can answer or let it stand 
on the record unanswered—it is immaterial to me—of whether or not, 
in view of your testimony, you would therefore see any objection to 
having such a restriction put in the law because you are so satisfied 
that the company will never resort to that practice any more. 

Mr. Trarner. I think it is wholly unnecessary, but on the other hand, 
I do not know that it would make any difference. 

Senator Morse. Mr. Trainer, do you know whether or not the price 
for these plants under this transaction was computed only on a de- 
preciated replacement value ? 

Mr. Tratner. I am rather glad you asked that question, because the 
price that we are paying for the plant at Lake Charles is just about 
the same as it would cost us to build a new plant of equal capacity 
today, which would have all the modern technological improvements 
that have been taking place in the past 12 years, and would give us 
a plant that would operate at a lower cost than this present plant. 

Senator Morse. I hope it doesn’t surprise you, Mr. Trainer, but I 
am only interested in getting a record made. Whenever there-is any 
question I can ask you or other purchasers—if there are any you 
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would like to have me ask to get into the record, I will ask them, be- 
cause as a legislator I have to have all the facts in this case. 

My understanding and your testimony seems to bear it out—is 
that your bid, according to the calculations of your company, lies 
pretty close to what you think replacement cost would be, what it 
would cost you to get busy now ink build the same plant; that there- 
fore you feel you are giving the Government full value for its property, 
minus a reasonable depreciation as based upon standing depreciation, 
in view of the present condition of the plant. 

Is that right? 

Mr. TRarner. Well, we are paying the Government for that plant 
exactly what it would cost us to build a brand-new one. 

Senator Morse. Minus 

Mr. TRarnen. No, brand new. 

Senator Morse. With no depreciation at all? 

Mr. Trarner. With no depreciation. 

Senator Morse. It is even better than I thought. 

What you are testifying is that it would cost Firestone, if they went 
out on a piece of vacant land and started to build a brand new plant, 
duplicating identically the plant that you are buying from the Gov- 
ernment, asum of money equal to what you are paying the Government 
for the plant now standing? 

Mr. Tratner. Yes, sir. It would not be a duplicate plant but it 
would be a plant with the same capacity. In other words, there would 
be a different arrangement of equipment, different sizes, simplification. 

Senator Morse. Because of technological changes since the other 
plant was built? 

Mr. Tratner. That is right. 

Senator Morse. I want to make it perfectly clear in the record that 
your testimony is that what we are really getting from Firestone is not 
only what would amount to original cost minus depreciation, but we 
are getting, according to your testimony, a price equal to what it would 
cost the Government if it went out and proceeded to build a new plant 
of equal capacity if the Government was in the rubber business. 

Mr. Tratner. Yes, sir, providing the Government could build it as 
cheap as a private corporation. 

Senator Morsr. Well, assume that. 

May I say good- naturedly that one reason why I am not enthusiastic 
about stocks, Mr. Trainer, is I do not like the wastes of big business 
I find. 

Is it true, Mr. Trainer, that for the last 4 years, as alleged by some 
Government officials, the Government has been making money on these 
plants ? 

Mr. Tratner. According to the records that is so. 

Senator Morse. Would» ‘they make money on these plants in your 
opinion if the tax feature was taken into account, or would the ‘lack 
of tax payment eat up most of the profit ? 

Mr. Tratner. If they were operating under the same tax structure 
as a private company, it would greatly reduce the profit they have 
shown to date, and maybe it would onibbettly wipe it out. I am not 
absolutely sure about that. 

Senator Morse. Is it true, however, in giving a to the tax 
matter and the fact that the Government does not pay taxes on its own 
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property, some weight should be given to the fact that in operating 
these plants there has been a considerable amount of research done 
by the Government which has in turn proved to be of assistance to 
industry and has relieved industry of the expense of at least dupli- 
cating the same research processes ? 

Mr. Trarner. Well, in view of the fact that the Government was the 
sole maker and the sole seller of synthetic rubber during that period, 
they did their own research or they had others do it for them and 
paid for it, all of which was very creditable. 

Senator Morse. Is that know-how, that scientific know-how that 
the Government has developed, of great dollars-and-cents value to the 
industry now ¢ 

Mr. Tratner. Yes, and it has been of great value to the Government 
too, because the Government in carrying on their research had the 
value of all the technical skill that was in these rubber companies in 
connection with that research program. It was the kind of help that 
Government itself could not hire. 

Senator Morse. And it was involved in their prosecution of the 
war too. 

Mr. Tratner. Yes. 

Senator CaprHart. Will the Senator yield? 

Senator Morse. Yes. 

Senator Capenart. At the beginning of the Government’s synthetic 
rubber program, did you not, meaning the industry, turn over to the 
Government all of your patents and all of your know-how at that 
time ? 

Mr. Tratner. Yes, sir. 

Senator CapeHart. And the basis for the Government getting into 
the synthetic rubber business was the know-how, the patents and the 
research that the industry had up to that time? 

Mr. Tratner. Yes, including the key personnel to run the plants. 

Senator Carenarr. And without that at that time, which was the 
beginning of the war, the Government would not have been able to 
have gotten into the synthetic rubber business ? 

Mr. Trarner. It would have been a practical impossibility. 

Senator Caprnart. Yes. 

Senator Morsge. Mr. Trainer, is it not true that in spite of the fact 
that the Government has made a profit and it has paid these great 
expenses on research and development, it also has paid great costs 
by way of standby costs over this period of time? Has it not? 

Mr. Tratner. Yes. It paid standby cost to have those plants ready 
in case of an emergency, just the same as they would with a battleship. 
And so far as the research costs that they had in connection with 
rubber during this period, that was charged into cost and collected by 
the Government through the sale of rubber. 

Senator Morsr. But it has been a considerable cost? 

Mr. Tratner. Yes, but, in other words, that cost was included and 
the profit was over and above that. 

Senator Morse. That was my next question. In spite of the re- 
search cost, in spite of the standby cost, the Government has made a 

profit, taking into account, as I have already tried to fairly do, the 
fact that it had not had the tax 
Mr. Trarner. Burden. 
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Senator Morse. Item that the private companies have had, but that 
the profit has been a rather substantial one according to my report. 

Mr. Trarner. By and large they have done a very creditable job 
operating these plants, yes. 

Senator Morse. Therefore, it follows, does it not, that what we are 
turning over to private industry in the form of these plants is an 
industrial setup that gives every promise at least of being a good 
moneymaker ¢ 

Mr. Tratner. Yes, it will make money. But you are turning back 
to industry that which they originally developed and that which they 
would have continued to develop had industry owned it through this 
period. And the research work that was done by the Government was 
paid for by industry in the price that industry paid for the rubber 
that the Government sold them. 

Senator Morse. By industry or by the consumers of rubber ? 

Mr. Trarner. The rubber consumer. 

Senator Morse. Of course, the consumers pay for that cost no matter 
who performs the research. 

Senator CapeHart. Will the Senator yield ? 

Senator Morse. Oh, yes. 

Senator Carenarr. Is it your opinion that had the Government 
never gotten into the synthetic-rubber business that. private industry 
at the moment, meaning the rubber companies, would be as far along 
in the production of synthetic rubber as they are now through the 
Government operation ¢ 

Mr. Tratner. There is no question in my mind at all but what that 
is absolutely so. 

Senator Carenart. In other words, private industry, had they been 
free to have done so during the past 10 or 15 years, would have made 
as much progress or maybe more than the Government made ? 

Mr. Trarner. I think that is a very fair statement, sir. 

Senator Morse. At less cost? 

Mr. Trarner. I am not going to discuss that. I mean by that I 
am not sure what the costs would have been. The chances are we 
would have spent more money than the Government spent in research. 

Senator Morse. You would not mind my saying good-naturedly 
that this is an interesting hypothetical you are discussing ? 

Mr. Trarner. I will pass that one. 

Senator Morse. Well, you and 1 would not have had a bad time 
together. 

You state, Mr. Trainer, that it will be beneficial to our free-enter- 
prise system to dispose of these plants to private industry. Was it 
beneficial to that system for the Government to finance the building 
of these plants in the first instance? 

Mr. Tratner. Well, we had a war on our hands, and under the 
priority system of getting materials during the war there would have 
been no possible chance for industry to have built those plants with 
the same speed that the Government built them, 

Senator Morse. And therefore—— 

Mr. Trarner. These plants were just as necessary as bullets. And 
they, Government industry, did a wonderful job of getting those plants 
built in the time they got them built and getting them into production. 
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Senator Morse. Therefore, the conclusion is the program followed 
by the Government in the prosecution of the war turned out to be 
beneficial to private industry too? 

Mr. Trarner. I think that is a fair statement. 

Senator Morse. I ask this for information, because I do not know. 
Do we have a total monopoly now in so-called butyl! mibber d 

Mr. Trarner. Well, it is made by one company, but they have li- 
censed others to make it if the others want to make it. 

Senator Morse. I am just ignorant about this. Why is it found 
desirable for just one company to manufacture it’ Is there some 
scientific, some technical process of which I am not aware that dictates 
this course ¢ 

Mr. Trarner. I think it would be preferable to ask that of the com- 
pany making butyl. The company that is making butyl rubber 
today is the company that developed it originally. 

Senator Morse. Standard ? 

Mr. Trarner. Yes, sir. 

Senator Morse. I will reserve that. 

Senator Capenartr. Will the Senator yield? They own the patents 
on it? 

Mr. Tratner. Yes. 

Senator Carenart. But they have licensed others ? 

Mr. Tratner. Yes. 

Senator Capenart. Do you know how many licensees they have? 

Mr. Trarner. I cannot tell you. 

Senator Bricker. That was part of the pooling program, was it not? 

Mr. Tratner. No, I think since the war they have licensed it. 

Senator Bricker. But it was in the pool originally ¢ 

Mr. Trarner. Yes, sir. 

Senator Bricker. And licensing was compulsory ‘ 

Mr. Trarner. Yes, sir. 

Senator Morse. That is all, Mr. Chairman. I want to thank the 
witness for his good-natured cooperation with me. 

Senator Frear. Senator Bricker ? 

Senator Bricker. I have no further questions. 

Senator Frear. Thank you very much. 

Mr. Trarner. I enjoyed being with you and enjoyed having the op- 
portunity to discuss this very interesting subject. 

Senator Fre ar. Thank you, Mr. Trainer. I am sure the audience 
enjoyed it also, sir. 

(The following was later received for the 
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WASHINGTON, D. C., March 15, 1955. 
SENATE BANKING COMMITTEE, 
United States Senate, Washington, D. C.: 
Reference to J. E. Trainer’s testimony before Senate Banking Committee of 
March 10, reference Public Law 205, The Firestone Tire & Rubber Co. recog- 
nizes a moral and enforceable legal obligation under its contract to purchase 
plancors 1056 and 127 to offer for sale at a fair and competitive price 20 
percent of the present rated capacities of said plancors to small business enter- 
prises and rubber companies as defined in section 21h of the act, Public Law 
205, of the 88d Congress, 










J. E. TRAINER, 
Executive Vice President, the Firestone Tire & Rubber Co. 
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Mr. Spencer. I do not have a prepared statement, Mr. Chairman, 
but I do have a few notes that I would like to follow and make a gen- 
eral statement, after which I will be glad to answer any questions 
you have. 

Senator Frear. Thank you. You may proceed. 


STATEMENT OF LELAND E. SPENCER, ASSISTANT TO THE 
PRESIDENT, GOODYEAR TIRE & RUBBER CO. 


Mr. Spencer. My name is Leland E. Spencer. I am assistant to 
the president of the Goodyear Tire & Rubber Co., of Akron, Ohio, with 
which firm I have been associated for nearly 29 years. 

We were honored by your invitation and consider it a real privilege 
to appear before this committee in connection with these hearings 
relative to the disposal of the Government-owned rubber-producing 
facilities. s 

On June 4, 1953, Mr. P. W. Litchfield, chairman of the board of the 
Goodyear Tire & Rubber Co., appeared before the House Armed Serv- 
ices Subcommittee, and on June 25, 1953, he also appeared before the 
Senate Banking and Currency Subcommittee, and in both instances 
Mr. Litchfield “wholeheartedly endorsed the objectives of the then 
proposed legislation with respect to the disposal of the Government- 
owned sy nthetic rubber facilities to private industry. 

The Rubber Producing Facilities Disposal Act of 1953, Public Law 
205, was entirely consistent with his views expressed on those 2 occa- 
sions, but with 1 important exception. That single exception involved 
an urgent plea before the committees previously mentioned that the 
proposed legislation provide for the accumulaion and maintenance 
of an inventory of 200,000 long tons of general-purpose synthetic 
rubber as (1) national security, ( (2) a means of stabilizing production 
levels, (3) as a basis for economic arrangements for retaining facil- 
ities in standby, and (4) to facilitate a smooth and orderly transition 
at the time of disposal. 

While it is too late now to ery over spilled milk, we are impelled to 
inform you that we would feel considerably more relieved today if the 
act had included provision for this safeguard and if such a quantity 
of syntetic rubber had been accumulated as an operating reserve in- 
ventory. 

Senator Carenart. Will you yield just a minute. 

Mr. Spencer. Yes. 

Senator Carenarr. What is the end result of our failure to do that ’ 

Mr. Srencer. I would like to comment on that in my next para- 
graph. 

Senator Carenart. All right. 
Mr. Spencer. In this connection, it is our considered view that pri- 
rate industry will, as soon as possible, accumulate and maintain an 
inventory which will in total provide more national security than exists 
today under Government operation. To that extent the Nation will 
then be more secure than it has been heretofore. 

Senator Cargnart. Well, your complaint is that there has not been 
sufficient inventory of synthetic rubber? 

Mr. Srencer. That has not proved to be a serious situation, but 
ive felt at that time that it would be an extra safeguard. 
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Senator Carenart. What is the inventory at the moment of syn- 
thetic rubber ? 

Mr. Spencer. In the country as a whole in excess of 100,000 tons, 

Senator Capenart. In excess of 100,000? 

Mr. Spencer. Yes. 

Senator Carenart. You feel it should be at least 200,000? 

Mr. Spencer. In the interest of our Nation’s security we felt that 
that extra 100,000 tons should have been stored up. 

Senator Capenartr. What is the inventory of natural rubber in the 
United States ? 

Mr. Spencer. A normal inventory insofar as tle industry is con- 
cerned plus the Nation’s stockpile. 

Senator Capenart. It is what? 

Mr. Spencer. A normal inventory insofar as industry is con- 
cerned—that is, for its normal operation—plus, of course, the national 
stoc kpile. 

Senator Carpenart. How many tons is the normal inventory beyond 
the stockile? 

Mr. Spencer. Oh, in the neighborhood of 100,000 tons. 

Senator Capenarr. In other words, you have got 100,000 tons of 
natural rubber and 100,000 tons of synthetic rubber at the moment ? 

Mr. Spencer. Yes, sir. 

Senator Capenart. And you feel that is not sufficient ? 

Mr. Spencer. We feel that industry will, once these plants are in 
industry’s hands, on its own investment boost the inventory up to the 
figure that we feel would be safe. 

Senator Bricker. There is nothing in this law to prevent the Gov- 
ernment from keeping the inventory at any level it wants to? 

Mr. Spencer. No, sir. It has not proved a serious matter what- 
soever, but it was a safeguard that could have caused difficulty. 

After the Disposal Act of 1953 was enacted and as required by the 
act, three intelligent and capable businessmen were appointed by the 
President to serve as a disposal commission. This commission was 
charged by the Congress with obtaining the highest price possible for 
the facilities while at the same time creating a competitive pattern 
that would prevent monopoly and encourage competition as well as 
protect insofar as possible the security of the Nation. 

The commission has, in our opinion, developed a disposal program 
embodying all of these objectives. 

The program as developed represents a solution to an unprecedently 
complex problem not only with respect to the aforementioned objec- 
tives but also with regard to international relations with other free 
nations. 

The American public and all free nations throughout. the world 
will long be indebted to this Congress, which through acceptance of 
the proposed disposal program has an opportunity of resolving basic 
and potentially serious national and international problems insofar 
as rubber is concerned. 

Goodyear Synethic Rubber Corp., a wholly owned subsidiary of the 

a ear Tire & Rubber Co., presently operates 2 copolymer plants, 

| at Houstin, Tex., and 1 at Akron, Ohio. Goodyear has entered into 
an agreement to purchase both of these facilities in accordance with 
the regulations governing such transactions, including the national 
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security clause. You may be assured that expansions will be under- 

taken as such expansions appear to be necessary, and insofar as pos- 
sible well in advance of actual need. Equipment has already been 
ordered on our private account in anticipation of an early expansion, 

Now, with specific regard to the identical bills, S. 691 and H. R. 
2882, which provide special provision for reopening disposal of the 
Baytown, Tex., copolymer facility, we comment as follows: 

Unqualifiedly we endorse the proposed legislation. We think the 
program is incomplete unless Baytown is kept active. We urge legis- 
lation involving the minimum elapsed time between the transfer of 
this facility and the dates that other facilities may be transferred. 
We urge that it be kept in operation without interruption pending 

sale to private industry, for a limited period of course. 

Senator Carrnartr. Mr. Chairman ? 

Senator Frear. Go ahead. 

Senator Carenart. Why do you only offer 10 percent to small busi- 
ness when Firestone and others are offering 20? 

Mr. Srencer. That was the figure that was suggested early in the 
negotiations, and in consideration of the capacity upon which we 
were bidding and our private consumption the Commission felt it was 
a very fair figure. 

Senator Carenart. In other words, it is due to the capacity of the 
plant; is that right? 

Mr. Spencer. Yes, sir. 

Senator Carprnart. Do you feel you will need more of the capacity 
for your own fabrication? Is that one of the reasons? 

Mr. Spencer. In relation to capacity as provided by perhaps some 
others. 

Senator Carenarr. You are in favor of this Senate bill to dispose 
of the Baytown plant? 

Mr. Srencer. Unqualifiedly. 

Senator Carenarr. It will have absolutely no effect upon your 
present bid ? 

Mr. Srencer. No, sir. 

Senator Carenarr. If it is disposed of? 

Mr. Spencer. No, sir. 

Senator Carprnarr. Are you familiar with the controversy on the 
west coast ‘ 

Mr. Spencer. I listened to it the last couple of days. 

Senator Carenarr. Regardless of the outcome of that, will it have 
any effect on your bid ¢ 

Mr. Spencer. No, sir. 

Senator Frear. I would like to ask the same questions I asked the 
other two witnesses. You propose to make the same type of rubber 
in the plants in which you are the successful bidder ? 

Mr. Spencer. Yes, sir. 

Senator Frear. Perhaps in addition to- 

Mr. Spencer. And perhaps improve it as time goes along. 

Senator Frear. What is your procedure now in the disposition of 
your rubber products? Is it through warehouses or by other means? 

Mr. Spencer. You mean distribution of synthetic? 

Senator Frear. Yes. Do you maintain warehouses in various 
localities ? 
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Mr. Spencer. No,sir. The warehousing of all synthetic rubber for 
the entire program is under the direction of the Government. 

Senator Frear. I understand that at the present time, but when 
these plants are sold, as many hope they will be, how will the rubber 
that is coming from the two plants on which you were successful 
bidder be distributed, this 10 percent to small business ¢ 

Mr. Spencer. We anticipate locating warehouses in strategic loca- 
tions throughout the country for redistribution in order to provide 
immediate service. 

Senator Frear. Your small-business prospects or the people who 
use smaller quantities of rubber will have access through some type 
of warehousing of your product? Is that right? 

Mr. Spencer. Yes, sir. 

Senator Frear. Senator Bricker? 

Senator Bricker. I have no further questions. Thank you. 

Senator Frear. Thank you very much. 

I have a question here that it has been requested I ask. A price 
was mentioned in the testimony of one of the witnesses this morning 
of 23 cents a pound. Would you like to comment about any pricing 
policy that Goodyear might have regarding synthetic rubber? 

Mr. Spencer. We have not yet announced a price for synthetic 
rubber, but I can assure you that it will be no higher than the present 
Government selling price. 

Senator Frear. Well, I think that is about 23 cents at the present 
time; is it not ? 

Mr. Spencer. Yes, sir. 

Senator CapenHarr. When you say that—and others have said 
that—you mean based upon existing costs ? 

Mr. Spencer. Based upon current—today—material and labor 
costs. 

Senator CaprHarr. You are not leaving the impression here now 
that it will always be 23 cents? 

Mr. Spencer. That is right. 

Senator Capenart. It might well be 21 or 20 or 19, or it might go 
up to 29% 

Mr. Spencer. That is correct. That depends on—— 

Senator Capenart. Depending upon costs? 

Mr. Spencer. Costs. 

Senator Carenarr. I do not—and I do not think you gentlemen 
do—want to let the record stand on the basis that someone might get 
the impression that you are always going to sell synthetic rubber at 
23 cents. 

Mr. Spencer. I was going to cover the contingency you have just 
mentioned. 

Senator Caprnart. But at the moment, based on existing costs, the 
price will start out at 23 cents—— 

Mr. Spencer. Yes, sir. 

Senator Capenart. And either go up or down from that point 
depending on your costs? 

Mr. Spencer. Depending upon the economics of the future. 

Senator Caprnarr. Can that be a true statement of all the pur- 
chasers? T hope it will be, can be. 

_ Mr. Spencer. Well, each purchaser will probably answer the ques- 
tion himself. 
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Senator CareHart. Yes. 

Mr. Spencer. But insofar as I know, I would think they would be 
competitive. 

Senator Carenart. From the answers to date or up to this time, 
and the questions and statements, I did not want to leave the impres- 
sion with the people now that you would always sell synthetic rubber 
at 23 cents. 

Mr. Srencer. That is right. 

Senator Carenarr. Because it may go down and it might go up? 

Mr. Spencer. Correct. 

Senator Bricker. If this disposal program goes through as has 
been recommended here by the Commission or the authority that is 
set up to dispose of these plants, it will be a competitive industry to 
the highest degree ¢ 

Mr. Spencer. I believe history shows that the rubber industry has 
been severely competitive. I am sure it will be in this respect also. 

Senator Bricker. There is nothing in this program of disposal, with 
the diverse purchasers of the plants, that would in any way indicate 
there is anything other than a continuance of the competitive position 

Mr. Srencer. That is correct. 

Senator CareHart. I wish Senator Morse were here. Many of his 
questions are answered in the Defense Production Act. Under that 
act, the Government has the right to step in any time it cares to and 
take over any facility in the United States—at any time and for any 
purpose. You remember that law is rather liberal from the Govern- 
ment’s standpoint. It can do it by depositing—I forget what the 
percentage is—the cost the Government thinks is fair and then proceed 
to take over and go ahead. 

So all these questions can well be answered in the future because the 
Congress has the right to do whatever it cares to do in the future. 
Under the antitrust laws it can do anything it carestodo. It certainly 
can prosecute under the antitrust laws for violation of the laws. 

So all these hypothetical questions can and will be answered and 
should be answered by an alert Congress and an alert Attorney Genera! 
in the future. 

Senator Bricker. Likewise there is a recapture clause in the pur- 
chase contract, either of the facilities or of the production. 

Mr. Spencer. Yes, sir. Well, in that respect these facilities will be 
no different than all other facilities in this country, whether public or 
private. 

Senator Capemarr, Under the Defense Production Act, the Govern- 
ment tomorrow can take them all back if they want to at most any cost 
the Government cares to puton them. That is how broad the Defense 
Production Act is. So I do not think you need to worry about that 
aspect of this sale. This Government has proven over the last 25 
years that it can do most anything it wants to—unfortunately, I might 
say—in many respects. 

Senator Frear. Thank you. 

Mr. Spencer. Mr. Chairman, I appreciate this opportunity for 
appearing before this committee. 

Senator Frear. Weare very happy to have you with us. 

I might state, too, I am certainly happy to hear the Senator from 
Indiana has such great confidence in the Congress. 
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Mr. O. V. Tracy, director and general manager of the chemical 
products department, Esso Standard Oil. 

Mr. Tracy, I notice you have a prepared statement. The same 
opportunity is offered you as the previous witness—that you may either 
read your statement or you may have it put in the record in full and 
highlight it—as you would like to do. 

Mr. Tracy. Thank you very much, Mr. Chairman. Ithink I should 
appreciate the opportunity, if I may take your time, to read the state- 
ment. And I would also, during the course of my statement, like to 
interpolate to try to distinguish the differences that exist between the 
rubber that my company has developed and other types of rubber. 

I have here samples of two rubber balls. One is natural rubber, and 
the other is butyl rubber. Butyl was first known as the rubber that 
did not bounce. 

Senator Carenarr. Knowing absolutely nothing about rubber, is 
that good or bad ? 

Mr. Tracy. When we first started we knew very little about rubber, 
and we were told it was not rubber because it did not bounce. 

Senator Capenart. We have to have a little fun here once in a while. 


STATEMENT OF 0. V. TRACY, GENERAL MANAGER, CHEMICAL 
PRODUCTS DEPARTMENT, ESSO STANDARD OIL CO. 


Mr. Tracy. My name is O. V. Tracy. I am general manager of the 
chemical products department of the Esso Standard Oil Co., and presi- 
dent of its affihate, Enjay Co., Inc., which markets chemical products 
derived from petrroleum. I, and representatives of affiliated com- 
panies, have in recent years made several appearances before congres- 
sional committecs dealing with the problem of synthetic rubber plant 
disposal. Our opinion that it is in the national interest that the 
Government sell the synthetic rubber plants to private business is 
well known. 

At the outset, I would like to make it clear that we subscribe fully 
to the conditions laid down by the 83d Congress in enacting Public 
Law 205. Briefly stated, these were: (1) That the interests of national 
defense must be fully protected; (2) that the Government should 
receive full fair value for the properties; and (3) that the disposal 
must be handled in such a way as to assure full and free competition 
without any possibility of fostering monopoly. 

My company believes without reservation that it is in the public 
interest, as well as in its own interest, that the synthetic rubber business, 
as well as all other business, receive the full stimulation of active 
competition. 

As we have testified previously, the interest of our company, an oil 
company, in the development of synthetic rubber, extends back for 
nearly a quarter of a century. This interest has stemmed primarily 
from two considerations: (1) The market for gasoline is dependent 
upon the availability of automobile tires; (2) petroleum fractions 
are a logical material from which to make synthetic rubber. Our 
primary interest is in butyl rubber, which was invented in the lab- 
oratories of the Esso Research Co. in 1937. 

We have been waiting to get back into the butyl rubber business 
for nearly 13 years—ever since the original butyl] plant we had started 
to build at Baton Rouge 6 months before Pearl Harbor was turned 





180 RUBBER FACILITIES DISPOSAL 


over to the Government in the interest of the war program. ‘This is 
one of the reasons why we have continued to spend our own money on 
research in butyl application and in customer service. 

It is the reason behind our offer to purchase the butyl rubber facili- 
ties at Baton Rouge, La. We have faith in this particular type of 
synthetic rubber, which has found great utility in inner tubes and has 
potentialities in many other applications. 

Now, I would like at this point to simply emphasize that our interest 
in the national security is based on our faith in research and develop- 
ment and the ability of private companies in active competition to 
carry on that program. 

Several months ago one of our people was in Detroit and picked 
up at the Detroit Arsenal a truck tire, an Army truck tire, that had 
been driven about 3,000 miles but was 6 years old. Now, rubber has 
as one of its properties that it ages, and after a period of time exposed 
to sunlight and air it cracks. You will notice this is pretty badly 
cracked. 

Back in 1947 we were—— 

Senator Bricker. At that point may I ask you one question ? 

Senator Frear. Senator Bricker. 

Senator Bricker. What will be the effect of the development of the 
single tire without the inner tube upon the demand for butyl ? 

Mr. Tracy. We have already seen that, Senator Bricker, and in 1953 
about 78,000 tons of butyl were manufactured and consumed, over 
90 percent of it for the manufacture of inner tubes. If I believe all 
that I read in the papers, there will be no inner tubes made in the 
matter of a year or two. 

Senator Bricker. The trend is that way, sir. 

Mr. Tracy. The trend is that way. This year the forecast for 1955 
consumption of butyl rubber has dropped to as low as 49,000 tons. 

Senator Bricker. From 83,000? 

Mr. Tracy. Seventy-eight thousand. 

Senator Bricker. Seventy-eight thousand ? 

Mr. Tracy. With a plant e: tpacity of about 90,000 tons. 

I may say that this drop largely developed after we had put in our 
bid for these plants, and there were some rather embarrassing ques- 
tions asked by our top-level management as to what happened to it. 

Back in 1947 when we hoped to ‘be able to buy these plants, before 
the Rubber Act of 1948 was originally passed, we had carried on an 
extensive research program designed to capitalize on the good prop- 
erties of butyl rubber. One result was to make a very light sheet of 
butyl rubber with fiber glass inside to give it a certain amount of in- 
elasticity. One of the uses we thought it might serve was for lining 
irrigation ditches out in Arizona. 

As you probably know, a good deal of water is lost between the 
source of the water and the field where the farmer needs it. And this 
looked like a simple solution—to dig a ditch, lay this sheeting over, 
run a plow over the edge, and there it was. 

We went back in 1952 to find out what had happened to these liners, 
and here is a piece of one that was taken from the ditch after 4 years’ 
exposure to the sun and the weather in Arizona. 

That result led us to believe that butyl should be adaptable to 
making an improved sidewall for tires, provided we were willing to 

carry out the necessary work to accomplish the desired results. 
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Senator Capenart. May I ask a question about this! How expen- 
sive is this? I mean this that you put in the bottom of the ditch out 
there. 

Mr. Tracy. It is relatively inexpensive. It is simply the cost of 
the rubber sheeted out with the fabric on the inside. 

Senator CapeHarr. Lam interested in some. 

Mr. Tracy. Unfortunately, Senator—— 

Senator CapeHart. Why can you not make a pond or a lake out of 
this thing in a section where water has a tendency to get away from 
vou ¢ 
’ Mr. Tracy. Senator, I think it could be made, but I would like to 
point out at this point that Esso Standard Oil and its affiliate, Enjay, 
are not manufacturers of rubber products. 

Senator CarrHart. You just put this out in Arizona as an experi- 
ment ¢ 

Mr. Tracy. Our effort is to sell the customer, which in this case is 
you, so you will go to one of the rubber companies and ask them to 
provide you with some butyl rubber. 

Senator Frear. This is butyl rubber ? 

Mr. Tracy. That is butyl rubber. 

Senator Frear. What is this / 

Mr. Tracy. That is probably natural rubber or a combination of 
natural and GR- 

Senator Frear. Esso did not make this ? 

Mr. Tracy. No, sir. 

Senator Capenart. I am thinking in terms of the thousands and 
thousands of what we farmers know as ponds, and the Agriculture 
Department knows as ponds, where these farmers accumulate water 
for their livestock. Of course, it has a tendency to get away from 
them, depending upon the soil. 

Mr. Tracy. We think this might be a satifactory solution. 

Senator Carrnart. If this is inexpensive, why could you not line 
these so-called water ponds with this sort of substance and hold the 
water and lose no water except by evaporation / 

Mr. Tracy. I would say, Senator Capehart, that there is a good 
chance of so doing. Now, compared with a concrete lining of a 
similar pond, I should thing it would be very much less expensive. 
I may say—— 

Senator Capenart. If you want us to try out some of it, I can tell 
you where you can go to try it out on an experimental basis. 

Mr. Tracy. I will refer that to my friends in the rubber companies. 

Here are examples of 1 or 2 other applications illustrative of why 
we believe technological effort and research, and a great deal of it, lies 

ahead of us. 

Each one of these pieces represents a different fitting on an auto- 
mobile. We introduced the first one to an automobile company in 
1947, and that particular automobile company today is using over 
100 individual parts, of which these are representative, made ‘out of 
butyl rubber. 

Now, we think this automobile company is using butyl because 
it is a better product for the service in which it is to be used and it 
may be cheaper from their standpoint. We are already competing 
in that field with products made from other types of rubber. 
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Senator Bricker. One of its qualities I think is that it is impervious 
to oil to a great extent. 

Mr. Tracy. No, sir. Butyl rubber is not impervious to oil. Its 
principal properties are resistance to oxidation, to sunlight, to ozone, 
which makes it peculiarly valuable in electrical uses and under ex. 
posure to atmospheric conditions. 

Beyond the interests of my own company, however, we are im- 
pressed with the broad aspects of the report of the Disposal Commis- 
sion now before the Congress. 

An important part of any disposal program must be the assurance 
of national security. This thought has been inherent in all discus- 
sions about disposal problems. It was the motivation of the entire 
development of synthetic rubber even before Pearl Harbor, and has 
been the primary theme running through all considerations of plant 
operation and eventual disposal. All contracts of sale incor porate a 
national-security clause which guarantees the continued availability 
of the plants over a 10-year period. 

But there is much more to national security than assured availability 
of existing plants. The best interests of the country cannot help but 
be served by promoting keen competition between competent private 
industrial organizations which are so broadly represented in this 
program. The only hope of progress in the years to come is to free 
this already well-established industry from Government control and 
foster the aggressive competition which has given our country its 
position of w world industrial leadership. 

The record of the prices negotiated between the Commission and 

various concerns is impressive. It is a record that speaks eloquently 
for the pr inciple of full, fair value, for it shows that the aggregate 
sales price, less current assets, is 99.2 percent of the appr aised value 
as fixed by an independent engineering study made for the Recon- 
struction Finance Corporation in 1952 and adjusted by the Disposal 
Commission to bring it up to date. Does not this sound like full, fair 
value received ? 

The Commission reports that the total of the contracts of sales 
executed for 24 plants, equipment and inventory, and including $91 
million cash in the hands of the Federal Facilities Corporation, is 
$401,565,000. This sum may be compared with the $488,585,000 which 
was the original cost to the American taxpayer of the properties being 
sold. These facilities have today a book value of only $131,954, 000. 
Does not this seem like full, fair value for plants already 12 years 
old? 

Contrast this fine showing with the earlier disposal of Government 
rubber facilities, built in wartime and sold in 1946-49. These were 
not disposed of under the same congressional guidance as in the present 
instance, and as a result they brought an average of 34 cents on the 
dollar. I refer to styrene, neoprene, and butadiene plants, which 
were declared surplus and turned over for sale to the War Assets 
Administration. 

In the face of this record, it seems to us that the Commission has 
done an excellent, an outstanding job. It seems equally apparent 
that private industry i is paying a full and fair price for what it seeks 
to buy. I believe that the Government is fortunate indeed—first, that 
it is able to step out of a field that, according to our fundamental con- 
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cepts, is one to be occupied by private industry alone, and second, 
that it is able to shift these properties to other hands without involv- 
ing the American taxpayer in any loss. 

If Congress approves the disposal of the synthetic rubber plants, 
the United States Government will receive more money during the 
next 10 years than if the plants are not sold. And, in addition, it will 
not be faced with substantial expenditures for modernizing and ex- 
panding existing facilities. 

It is generally recognized that the existing plants, which at the 
end of the 10-year period will have been in operation over 23 years, 
will be by then technologically obsolete, and will have little or no 
real value. At that time, or even before, the Government will be obli- 
vated to expend considerable sums of money to replace the facilities 
and to maintain and provide the ever-increasing demand that we an- 
ticipate for rubber going along with the expanding economy of our 
country. 

Net income from the Government’s synthetic-rubber operations 
averaged $50,854,000 per year during the past 2 fiscal years, the most 
favorable 2 years of Government operation. Assuming a continuation 
of this rate of earnings, the Government would have an income from 
these operations of approximately $500 million over the next 10 years 
if there is no disposal program. If, however, the plants are sold, the 
disposal program returns to the Government $401,565,000 for the 
business as a whole. In addition, Federal income taxes paid by pri- 
vate owners and assuming the same rate of: income over a 10-year 
period will yield a total of $260 million. Disposal would therefore 
return to the Government a total of $660 million over the 10-year 


period, as pppene to $500 million for continued operation and an 


unknown debit to that $500 million for the expansion and moderniza- 
tion of the plants. 

The Government has therefore recovered practically its entire in- 
vestment and has added, moreover, a new and basic taxpaying indus- 
try to the national economy. 

The question may then be raised as to whether this new industry 
would be truly competitive. It is obvious that the various sales con- 
tracts between the Commission and the proposed purchasers effectively 
promote competition in both synthetic rubber and in the raw materials 
involved in its production. Moreover, it is abundantly clear that 
the interests of the small consumer have been protected both by spe- 
cific clauses in sales contracts which insure sales to small enterprises, 
and by sales of facilities to corporate aggregations (1 of 7 constituents 
and another of 29 constituents), principally composed of small com- 
panies in the rubber business. Finally, it is proposed to place 31 per- 
cent of the synthetic-rubber capacity in the hands of companies ohick 
are not themselves consumers of rubber. This insures aggressive com- 
petition for the business of all companies, large and small, which are 
rubber consumers. 

In addition to the capacity which is now scheduled to pass into the 
hands of nonconsumers of rubber, all of which is available to small 
business, 18 percent of the capacity to be taken over by rubber com- 
panies, under the terms of the contracts of sale, is made available to 
small business. In the aggregate, more than 42 percent (332,000 tons 
out of 780,000 tons) will be available to small business either because 
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the operators are not themselves consumers or are bound by contract 
to supply small business. According to statistics of the rubber indus- 
try, consumption by small concerns in the fiscal year, 1954, was 
approximately 127,000 tons. 

| would like to say my figures differ slightly from those presented 
the other day by Chairman Pettibone because he did not include buty] 

rubber. It is our contention that butyl rubber is in there, and it is 
going to be in there with both fists for some time to come after this 
consumer’s dollar. 

In conclusion, | would like to call attention to a fact sometimes 
overlooked. While the Government supplied the capital to build the 
rubber facilities and coordinated their operation, the Government 
agency has been completely dependent upon private companies for 
processess, plant design, plant construction, and plant operation with- 
out which the program could not have been carried on. . Therefore, 
without wishing to minimize in any way the importance of Govern- 
ment capital, as well as the fine and outstanding work of Government 
personnel, we think it pertinent to your considerations to recognize 
that it was the existence, before war came upon us, of private com- 
panies with significant achievements in research and development 
and who were organized and staffed to do the job for the Government, 
which made the whole program so successful. Now, it is to private 
companies that this industry should be turned back to maintain the 
progress which is so essenti: al to the best interests of our country. 

The Rubber Producing Facilities Disposal Commission has accom- 
plished all that the Congress, through the act of 1953, charged it with 
doing. I am convinced, and I believe many others who studied the 
report will agree with me, that the best interests of the country will 
be served if the Commission’s recommendations are allowed to stand. 

Mr. Chairman, I would like to also make a statement with reference 
to S. 691. We certainly have no objection whatever to a proposed 
sale of.this plant, or the reopening of the negotiations, and under no 
circumstances would consider that the passage of 691 would have any 
effect on our position as potential purchasers “of the butyl rubber plant. 

We are strongly in favor of seeing that plant go into private 
operation. 

Senator Frear. I am sure Senator Capehart would have asked 
you that question, and he would, I suspect, have asked the same 
question of you as he asked of the previous witnesses regarding the 
three plants in California at Torrance. Whatever may be disposition 
of that, would that change your present contracts, if they go through, 
of any of the three on which you are the successful bidder ? 

Mr. Tracy. No; it would not, sir. 

Senator Frear. Senator Douglas? 

Senator Doveias. No questions. 

Senator Frear. Senator Bricker ? 

Senator Bricker. You would not then take any advantage in at- 
tempting to get out of your obligations to the Government in the 
purchase of these plants if there were any change in regard to the 
Baytown plant or the California operation ? 

Mr. Tracy. No, sir. 

Senator Bricker. That is all, Mr. Chairman. 

Senator Frrear. Thank you very much, Mr. Tracy. We are happy 
to have you with us—and your samples too. 
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Mr. Tracy. It is a great pleasure, sir. 
Senator Frear. Mr. John P. Coe, vice president, United States 
Rubber Co. Do you have a prepared statement ? 


STATEMENT OF JOHN P. COE, VICE PRESIDENT, UNITED STATES 
RUBBER C0. 


Mr. Cor. I have a statement, Mr. Chairman. I have no particu- 
lar desire to read it unless you wish. 

Senator Frear. Mr. Coe, we will leave that up to you. You may 
read your statement or we can have it admitted to the record in full 
and you highlight it, as you think best. 

Mr. Cor. Very well. With your permission, I will do just that. 

Senator Frear. Thank you. It will appear in full at the end of 
your oral statement. 

Mr. Cor. I am here at the request of the committee, and if there 
are questions I shall be glad to undertake to answer them. Perhaps 
I will have a couple of comments to make at the end, but we will save 
a little time by not reading this statement. I think the committee 
has copies. 

Senator Frear. You were the successful bidder on four plants, 
were you not ¢ 

Mr. Cor. United States Rubber Co. is the successful bidder on the 
plant at Naugatuck, Conn., and also a small chemical plant at Nauga- 
tuck, Conn. 

Senator Frear. Do you contemplate making the same types of 
rubber as the plant is now making? 

Mr. Cor. Yes; we do. 

Senator Frear. Would you also want to comment about the avail- 
ability of your product to small business people / 

Mr. Cor. We have stated in our presentation to the Commission 
that we will offer for sale 50 to 60 percent of the production of that 
plant with a ceiling of 13,000 tons—in other words, a little over half. 
That we consider to be a firm commitment on our part. 

Senator Frear. How about the warehousing contracts? You are 
familiar with the present system of warehousing by the Government 
to make available the product to prospective purchasers. Will you 
have warehouses or have the produet available in different sections 
of the country / 

Mr. Cor. Mr. Chairman, there are two things about the ware- 
houses as I view it. First of all, in the synthetic program as origi- 
nally laid out we had very little storage capacity at the synthetic 
plants themselves, so that any inventory had to be put into public 
warehouses. It may or may not be necessary to continue that practice, 
depending on whether inventory space is provided in the synthetic 
plants. Otherwise, warehouses are used for commercial convenience 
in order to make rubber readily available in local areas. Broadly, 
it is desirable to have shipments directly from the plants. But it is 
general practice in industry to use warehouses wherever their expense 
is justified. The smaller customers oftentimes like to buy a ton, in 
which case in trying to take care of them we have warehousing for 
various products. 

Senator Freak. Senator Capehart ? 
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Senator Capenart. I do not think I[ have any questions other than 
this: Have you testified as to whether or not you are in favor of sell- 
ing the Baytown, Tex., plant ? 

Mr. Cor. I am in favor of it being sold. I would like to volunteer 
the hope that the price would be fair and that there would be no 
interference with Public Law 205. 

Senator Carenart. It will not in any way interfere with your bids / 

Mr. Cor. No indeed. It hasn’t and it won't. 

Senator Frear. Senator Douglas? 

Senator Doveias. Mr. Coe, you have probably been in the hear- 
ings on preceding days and have seen the apprehensions of some 
of us that once these plants pass into the hands of your company 
and the other three companies, after a period of time prices of 
synthetic rubber may be jacked up appreciably. May I ask do you 
have any pricing plans on synthetic rubber plants which 

Mr. Cor. Well, our broad plan is to meet competition, sir. We 
have announced no prices so far except for the very small quantity 
of rubber which is made at Naugatuck for the wire and cable insulating 
trade. 

Senator Dove.as. Well, raising disagreeable questions, the price 
practices in the industry in the past have been to have a leader who 
starts off fixing the price and the others follow suit almost immedi- 
ately. So that, in effect, if my information is correct, you have virtual 
uniformity of price and the various plants move in step together with 
great precision. 

Do you plan to follow the follow-the-leader policy ? 

Mr. Cor. Well, Senator Douglas, of course there has been no prac- 
tice in the industry because there has been no industry. We are talk- 
ing of-—— 

Senator Doueias. No, no; I mean of the rubber industry. 

Mr. Cor. Rubber goods industry ? 

Senator Doveras. Rubber goods industry. 

Mr. Cor. Well, I do not think the two are equivalent necessarily. 
But I would say this: That someone has to start in synthetic rubber. 

Senator Dovetas. Is it not true 

Mr. Cor. We cannot sell above our competition, and we do not wish 
to sell below if the price is fair. 

Senator Doveras. Well, this is one of the problems. As I under- 
stand it, about 35 percent of the sales of the Big Four are to small 
rubber processors and manufacturers. 

Mr. Cor. In the prospective plant ? 

Senator Doveras. No, no. At present about 35 percent of the 
rubber sold by the Big Four goes to small rubber manufacturers who 
later process the rubber into special goods and special articles. I 
think that is true. 

Mr. Cor. I do not quite understand, Senator. Do you mean that 
35 percent of the national consumption of rubber 

Senator Doveras. Is turned out by smaller—— 

Mr. Cor. By smaller companies? 

Senator Doveras. That is right. 

Mr. Cor. I think that it is in that range, yes. It depends how you 
identify the small people. 

Senator Doveras. The processing of the basic rubber is carried 
on virtually entirely by the Big Four? 
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Mr. Coz. You mean the manufacture of synthetic ¢ 

Senator Doue.as. No, no; the processing of the natural rubber. 

Mr. Cor. No, Senator. Generally all rubber goods manufacturers 
start with the same raw material rubber, whether it is natural or 
synthetic, and the Big Four have no different position in that from 
other companies. What we call rubber—it may be synthetic or nat- 
iral—is consumed by all rubber goods manufacturers: tiremakers and 
-hoemakers and beltmakers and so forth. And these small companies 
consume somewhere between 30 and 40 percent depending how you 
define them. 

So the Big Four have no special processing as compared to the 
smaller companies that I am aware of. 

Have I answered your question, sir ¢ 

Senator Doveias. I am glad to be set right on this. I had not 
thought that the strips of raw rubber were purchased by the small 
manufacturers directly. 

Mr. Cor. Oh, yes. 

Senator Dove.as. They are purchased directly ? 

Mr. Coz. Oh, yes. Rubber as it comes from the plantation. 

Senator Dovetas. Is bought by small 

Mr. Cor. Or rubber as it comes from the synthetic plants. It is 
Lought in the same form by all rubber goods manufacturers, yes. 

Senator DovuGias. So there is no basic processing which is done by 
the- 

Mr. Cog. No. 

Senator Doveias. At present the price of natural rubber is appreci- 
ably in excess of 23 cents. 

Mr. Cog. It is now, yes. 

Senator Doveias. Yes. Would it not be possible for the Big Four 
to raise the price of the synthetic nearer to the level of the natural, 
and while this might not affect the prices which you would charge 
for the finished goods that you produce, it would raise the costs to the 
small producers and hence you could make an increased return from 
the 35 percent of the rubber that would be consumed by them? 

Mr. Cog. Senator, I do not think it works that way. If the price 
of synthetic goes up, the cost of all rubber goods goes up, whether 
itis by the large company or the small one. 

Senator Doveras. Yes, but what I mean to say is that while you 
might determine the price of your finished goods independently. of 
the cost, the cost element would be a real factor to the independent 
manufacturers ? 

Mr. Cor. Well, I think it is to all of us, sir. I do not recognize 
any difference between the large and the small manufacturer in that 
respect. 

Senator Doveias. Well, do you have much greater control over the 
market in certain products than the small man does? 

Mr. Cor. I am not so sure. I have a great respect for the small 
manufacturer and his ability to get sales. I have competed with many 
of them. Sometimes they are pretty good. 

Senator Doveras. I would think that with your market system or 
distribution system you would have great advantages that a small one 
would not have. : : 
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Mr. Cor. I think that is not universally so. No; I recognize no 
adv: ee we have over the small man in the field about whom you 
speak. I do not wish to appear to be evading the question, sir. 

Senator Capenart. Will the Senator yield? 

Senator Doveias. May I just finish? 

Senator CaprHart. Excuse me. I am sorry. 

Senator Dovetas. But might you not send up your prices to the 
relatively smaller purchasers much more than any increase in your 
costs 4 

Mr. Cor. No. I cannot imagine that, at least in my company. 

Senator Doveias. Why not? 

Mr. Cor. For 50 years we have been manufacturing raw materials 
for industry, chemicals and other products, and have marketed those 
products to all the world, you may say, certainly to all rubber goods 
manufacturers in the United States for along period. It is part of our 
business. 

It has been our universal practice to charge the consumer units for 
our company, our own company, the same price that we charge out- 
sidecompanies. Wethink that isthe only fair way todo. It has been 
our long, long-standing practice. 

Senator Doverias. Well, what I am feeling my way toward and 
would like to point out is that the question as to whether you take 
your profit on the fabricated rubber products or upon the raw rubber 
inside your company is largely a bookkeeping matter. 

Mr. Cor. Oh, no, indeed, sir. 

Senator Doveias. Now wait a minute. 

Since you have in the main common ownership, it is largely a book- 
keeping matter. But a rise in the price of the synthetic to the small 
producer would not be merely a bookkeeping matter; it would be an 
increase in net return. 

Mr. Cor. So also it is an increase—you mean a decrease in net 
return. 

Senator Dovenas. No, no; an increase in the price of synthetic 
would be an increase in your net return. 

Mr. Cor. No; because we would have a decrease in the net return 
on our synthetic plant. 

Senator Doveras. I don’t quite follow that, that an increased price 
would follow with a be reased return. 

Mr. Cor. I think it is your own philosophy, sir. We must figure 
our profit against our investment. 

Senator Dovenas. Suppose you maintained the price of rubber tires 
at X dollars and raised the price of synthetic to yourselves, say, to 
28 cents. That means that in your profit and loss statements there 
would be more profit for the synthetic plants, less profit for the tire 
plants. 

Mr. Cor. Yes. 

Senator Dovetas. But the total remains the same. 

Mr. Cop. Yes. 

Senator Dovetas. But on the 28 cents that you charge, let us say, 
to rubber belting companies or to makers of rubber products of one 
type or another or of overshoes, there you would net the increase of 
5 cents and that would not be a bookkeeping item. So I am trying 
to raise the question: Is there not a danger that the small producers 
and the ultimate consumers may lose out to a rather tightly concen- 
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trated control over the synthetic plants and concerted action in price 
nolicies ¢ 


q ~ Mr. Cor. Well, as I said a moment ago, it is our policy not to do it 
at way in my company. So I certainly anticipate no danger there. 
SS (Otherwise, I have a wholesome respect for the effect of competition, 
4 d I don’t see how we can raise the price to 28 cents just arbitrarily 

* ecause I think the competition will hold it to a reasonable level. 
. Senator Doveias. Mr, Coe, I never believe in RUHAE salt in any- 

one’s wounds, and I tr y to be decorous in what I s: 
Mr. Cor. You are very courteous, sir. 

Senator Dovenas. Let me say this: Some of us have been disturbed 
ig by the study we have given to the past antitrust proceedings which 


© apparently by the nolo ‘contendere statement or plea of the companies 
is i ndicated that there was a unified and concerted price policy and an 
ibsence of competition. Now that very frankly concerns us. 

[ had hoped that I wouldn’t have to bring this out too openly be- 
‘ause I didn’t want to hurt your feelings. 
t Mr. Cor. No; you won't hurt my feelings. 

Senator Doueias. But since you have affirmed your faith in the 
ompetitive system, I want to say that some of us have been greatly 
d @@ disturbed by the apparent absence of competition among the “Big 
F our and one-half” in the past. We wonder very much how we can 
expect different behavior in the future. 

This is not to impugn your motives as a man, your integrity, or 
anything of the kind. 
: Mr. Cor. No. I am highly appreciative of your courtesy, sir. I 
;. fm have been in the rubber business all of my business life. I consider 
1 t an extremely highly competitive industry during the 40 years that 
“ I have known it, extremely, sir. 

enator Dovueé.as. Well, competitive on price or competitive on 
qui ality! ¢ 

Mr. Con. Both. 


Senator Dovetas. The price is competitive ? 
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a Mr. Cor. Oh, yes; oh, yes. 
oe Senator Dove.as. How do you account for these pleas of nolo con- 
tendere and the findings of courts? 
ne Mr. Cor. Well, you will have me over my legal depth here in a 
} moment perhaps, but I don’t think I know of any case where my com- 
re | pany has been convicted in any action brought by the Justice Depart- 
= ment against us. 
— [ know in the last case out in your State we were pretty wholesomely 
to [a 2bsolved from any guilt. 
on Senator Doveias. Well, Mr. Coe, I don’t want to inflict pain upon 
re Ma «youat all. 
F Mr. Cor. No; you go right ahead. 
Senator Dove.as. But I again like to call to your attention the 
mm case of the United States versus the Rubber Manufacturers Associa- 
— tion, a criminal action in the southern district of New York, which 
iy, [a Was filed on the 18th of August 1947. The defendants were the Rub- 
ne fe ber Manufacturers Association, Dayton Rubber Co., Firestone Tire 
ot & Rubber, General Tire & Rubber, B. F. Goodrich, Goodyear, Lee, 
ng & l bee States Rubber Co., which is your company, and then a list 
rs of individual defendants whose names I will omit. The offense was 
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charged under sections 1 and 3 of the Sherman Act, charging a con- 
spiracy in restraint of trade in the sale of tires and tubes by agree- 
ment to fix prices and to allocate customers by other means and dispo- 
sition. 

The association and corporate defendants—and that would include 
U. S. Rubber—and two individuals entered pleas of nolo contendere. 

And in the case of United States versus United States Rubber Co. 
and others, U. S. Rubber and Dunlop Rubber, they were charged in 
1948 with illegal cartel arrangements in latex, and your company took 
a consent decree in 1954. 

Also I would like to point out that just this last month, on February 
6, when Firestone announced increases you followed up the next day 
with identical increases; so that it is these things which have given 
a good many of us honest concern, Mr. Coe—honest concern. 

Mr. Cor. Yes. 

Senator Doveras. We know the difficulties of*the practical situa- 
tion, but we would like some assurances as to whether there will be 
competition between you in the future on synthetic rubber, and with- 
out wishing to raise unpleasant things, it was these suits and the nolo 
contendere pleas of the companies, the judgments of the courts, and 
so forth, that seem to have established past community of action, 
noncompetition, as an accepted fact. 

So I was startled to have you say that the industry had been com- 
petitive as regards price. It may well have been competitive on qual- 
ity, but I was startled to have you say it had been competitive on price. 

Mr. Cor. Well, that is my feeling about it. 

Senator Dovetas. Well, how can you laugh—I won’t say “laugh 


off’—how can you waive aside these court judgments and the nolo 7 
contendere pleas? 


Mr. Cor. Well, again let me plead ignorance in legal matters—I 7 


don’t know much about this nolo contendere case. I have a vague 77 
recollection there was such. I don’t know why that plea was filed. 7 
It may have been merely to save the cost of litigation which sometimes | 
is very high. I know a little about this cartel suit which has nothing 

to do with price fixing at all. 


Senator Dovenas. Is that the United States versus U. S. Rubber Lf 
and the Dunlop Rubber Co. ? 


Mr. Cor. Yes. The Department of Justice decided that some ar- 4 


rangement we had in Europe was not all it should be and came after | 
us about it, and we finally said all right, we will do thus and so, | 
but 

Senator Doveras. You agreed to stop certain practices? ra 

Mr. Cor. Made some rearrangement of affairs and satisfied the © 
Department, but it is nothing there about price or anything. 

Senator Dovetas. Well, the purpose of the cartel is certainly not 7 
disassociated from price. i¥ 

Mr. Cor. Well, I don’t know whether the term “cartel” applies to 7 
that or not, sir. 

Senator Doveias. That was your term. 4 

Mr. Coz. At any rate, it had to do with some sort of joint effort in 


Europe, and the case of our following the price list, I don’t know 
about that. You mentioned it. 
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Price levels are established in my experience by costs and by the 
willingness of the public to buy and no combination of people can 
raise the price above the level that it ought to be. 

Senator Doveias. Well, if you have control 

Mr. Cor. People won’t buy. You don’t have control, sir. Nobody 
ever has absolute control except the Government. 

Senator Douctias. If you will permit me to finish my sentence—— 

Mr. Cor. I am sorry. 

Senator Doveas. If you have relative control over supply, you can 
certainly get a higher price than under conditions of vigorous com- 
petition, if you have a unified policy of the big producers, because 
you can adjust your supply to that point which yields the maximum 
returns, which is very different. 

Mr. Cor. I don’t think business works that way, sir, not in our 
industry. : 

I would like to point out also that, as I computed it, there is 50 
percent more rubber available for the smaller companies than they 
are now consuming. 

Senator Doveias. Well, how can that agreement be enforced ? 

Mr. Cor. This isn’t agreement. This is the way the disposal pro- 
gram has been organized. 
~ Senator Doveras. Well, I understand, and also some by contract. 

Mr. Cor. Yes; that includes the 20 percent the Big Four have 
agreed to sell. But except for the Big Four, and including the 
amount they have agreed to sell, it would appear that there is 50 
percent more rubber than all the other companies combined can 
use at the present time. 

Now we couldn’t possibly dominate that situation when that exists. 

Senator Doucias. Provided that you continue to sell to.the small 
producers. 

Mr. Cor. Well, we have agreed to. We have agreed. 

Senator Doveras. And you will hold to that? 

Mr. Cor. There is no question about it, sir. 

Senator Doveias. You will hold to that? 

Mr. Cog. There is no question about it in my mind. 

Senator Doveias. Well, I am very glad to have that assurance. 

Mr. Cor. And in addition to what I have said earlier, in my own 
company it has been our practice for 50 years to sell to other manu- 
facturers, including competitors of our company who manufacture 
rubber goods. We couldn’t have existed in that business for that 
long if we hadn’t taken care of those customers. They wouldn’t have 
bought from us if we hadn’t established a record for good business 


dealing and taking care of them when they needed material, -even 
though it was tight. 


Senator Dovatas. That is all. 

Senator Frear. Senator Capehart? 

Senator Carenart. No. 

Senator Frear. Senator Bush ? 

Senator Busu. No questions. 

Senator Frear. Thank you very much, Mr. Coe, for your appear- 
ance and eee 
_ Mr. Coz. I would like to add just a brief statement which is covered 
in my memorandum, if I may, Mr. Chairman, highlighting this, 
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I believe that perhaps the most important aspect of this disposal 
program is the national security, and I believe that the disposal 
program offers the greatest national sec urity against another emer- 
gency in rubber, and in particular I think that the development of 
private and competitive research is the most important factor in 
that, and I would like to emphasize to the committee that that is 
something that we will have under this program which we do not 
have now. 

Thank you very much, sir. 

Senator Frear. Thank you, sir. 

(Mr. Coe’s prepared statement follows :) 


STATEMENT OF JOHN P. Cor, Vice PRESIDENT, UNITED STATES RUBBER Co 


We of the company I represent are gratified by the care and completeness with 
which Congress developed Public Law 205. It is a good law. It provides for 
a strong, competitive synthetic rubber industry in the United States which is in 
harmony with the principles of the United States. It protects the national secu- 
rity. It protects small businesses, and it returns to the Government a full, fair 
valne for its investment. 

The Rubber Producing Facilities Disposal Commission is to be complimented, 
too, on their adherence and devotion to the requirements of the act. I know 
from personal experience how insistent the Commission has been in living up 
to the letter of the law as Congress wanted it. 

The synthetic rubber industry has been one of the few Government industrial 
monopolies in the history of the Nation. Although the Government did a splen- 
did job during World War II and the postwar period including Korea, its control 
of synthetic rubber in peacetime has been completely contrary to the American 
tradition and a dangerous step toward socialism. Sale of the plants will elimi- 
nate this monopoly because it replaces 1 all-powerful Government control with 
52 companies each with a share in the industry. 

These 52 companies have agreed to pay $285,465,000 for plants which have a 
net book value of only $131,954,000 and originally cost $488,584,000. This return 
is more than twice the net book value of the plants and nearly 60 cents on every 
Government dollar originally invested. I feel that it is full, fair value for plants 
which are 12 years old. 

This large investment of private capital, in my opinion, is one assurance of a 
continuing industry. Private investors do not wish to see their capital wasted. 

A healthy and expanding synthetic rubber industry in time of peace will be 
in the best position to supply the needed rubber to fight a war. In wartime, 
patriotism supplies an incentive for an industry such as this. In peacetime, 
incentive comes from competition and a chance for profit. 

The 52 companies mentioned will each have profit and competition as their 
incentive from now on. They will want to expand their volume of sales, reduce 
their costs, and improve their products. Each will try to outdo the other. 

More efficient production, spurred by competition, will mean that synthetic 
rubber will be produced, in the long run, at the lowest possible cost to the Ameri- 
can people. 

Competitive private research will mean new and better rubber for more exact- 
ing and possibly expanding military needs. It will also mean better rubber for 
thousands of rubber products used in everyday life. 

We now have a product that is in demand. It has quality. It is better than 
natural rubber in many uses and the equivalent in many more. However, there 
is one major use where natural rubber is still the preferred material. This is 
in the large tires required for trucks and other heavy transportation both civilian 
and military. It is for these tires that a Government emergency stockpile of 
natural rubber is maintained. It is absolutely necessary that we develop a syn- 
thetic for large tires and the surest and quickest way to get this rubber is 
through competitive private research. 

From the viewpoint of natural security perhaps the most important reason 
for the sale of the plants to private industry is to establish competitive private 
research. 

The national security provisions in the purchase contracts are broad and 
rigid. They provide still further assurance that a strong synthetic rubber 
industry with a GR-S production capacity of 689,000 long tons (733,000 long 
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tons including Baytown) will be maintained against the possibility of another 
national emergency. 

Let’s look one step further into this matter of tonnage. In 1965, it is estimated 
that the world will need 3,350,000 long tons of rubber. Natural rubber plan- 
tations in the great rubber producing sections of the world will be able to supply 
onlv 1,800,000 long tons. The additional 1,550,000 long tons must be supplied by 
synthetic rubber plants. Since the rest of the world can be expected to produce 
only about 200,000 long tons of synthetic rubber, the United States synthetic 
rubber industry must produce 1,350,000 long tons. This is 40 percent more 
than the present production capacity of all types of synthetic rubber in the 
industry. A privately owned synthetic rubber industry, searching for a profit 
on investment, will be in the best position to provide this additional rubber. 
Private investors are not content to sit idly by and watch their industry stand 
still. The alternate would be a heavy additional investment of public funds. 
Furthermore, this expansion would require continued research and product 
development which Government is not in a position to undertake. 

Synthetic rubber was one of the great developments of World War II. This 
was possible because of a unique partnership between Government and indus- 
try. The Reconstruction Finance Corporation provided the financing but indus- 
try and its people did the work of building the plants and operating them. 
Most of the companies involved in the wartime program have now contracted 
to purchase the plants. We can have every confidence that the plants will be 
operated competently under private industry by people who have a long back- 
ground of success in synthetic rubber. I see no wholesale changes in personnel. 

In the Senate debate preceding the passage of the Disposal Act, emphasis 
Was placed on avoiding any tendency toward monopoly in the industry. The 
very fact that there are 52 companies from 8 different industries included in 
the list of successful bidders, I believe, is assurance that no one person or 
company holds reasonable control over the manufacture of synthetic rubber or 
its raw materials. Moreover, the Attorney General has said that the contracts 
do not violate the antitrust laws. 

Furthermore, it has been emphasized by Congress that the smaller rubber 
goods manufacturers should be provided with an ample source of supply of 
synthetic rubbers. There should be no cause for concern in this matter because 
there will be available to the smaller manufacturers about 50 percent more ton- 
nage than they now consume. 

In summary, then, I believe sincerely that the disposal program is in the 
best interests of the American people because: 

1. National Security is strengthened by the organization of a strong, healthy, 
privately owned synthetic rubber industry. 

2. Government monopoly has been replaced by free competitive enterprise 
in the true American tradition. 

3. The National Treasury has acquired a handsome return from a wartime 
investment. 

4. The needs of smaller consumers have been well provided for. 

I hope, and my company hopes, that the Congress will act favorably on the 
disposal program as reported by the Rubber Producing Facilities Disposal 
Commission. 


At this point, without objection, I would like to place into the 
record a communication directed to the chairman of the committee 
from William P. Rogers, Deputy Attorney General, regarding the 
views of the Justice Department on S. 691. 

(The communication referred to follows :) 


Marcu 9, 1955. 
Hon, J. W. FuLsrieHt, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


Deak Senator: This is in response to your request for the views of the De- 
partment of Justice concerning the bill (S. 691) “To amend the Rubber Pro- 
ducing Fac oe _Disposal Act of 1953, so as to permit the disposal thereunder 
of Plancor No. 877 at Baytown, Tex.” 

The bill would amend the Rubber Producing Facilities Disposal Act of 1953 
to permit disposal of the copolymer plant at Baytown, Tex. It would provide 
for a 30-day period after enactment for the receipt of purchase proposals; a 
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subsequent 30-day period for negotiating a definitive contract of sale; and the 
submission of a report to Congress by the Disposal Commission within 10 days 
after the expiration of the negotiating period setting forth (1) the steps taken 
to elicit purchase proposals; (2) the terms of sale and the Commission’s recom- 
mendations; and (3) in the event the sale is not made to the highest bidder 
the reasons for making the less advantageous sale. The bill would further 
provide that the contract of sale recommended by the Commission shall become 
effective 30 days after it is submitted to Congress unless the contract is disap- 
proved by either House of Congress prior thereto. 

It is understood that the General Tire and Rubber Co. had submitted to the 
Disposal Commission a proposal to purchase the Baytown copolymer plant, 
but that the Commission failed to negotiate a contract with this bidder. In 
its report to Congress dated January 24, 1955, the Commission stated with 
respect to the negotiations with the General Tire Co. that: “It was apparent 
to the Commission that prices paid for comparable facilities must bear a rela- 
tionship with each other. Otherwise, a free, competitive industry is not being 
established from the outset. Officials of the General Tire & Rubber Co. bar- 
gained in good faith with the Commission, but it was impossible to agree on 
a satisfactory price.” It appears now that new interest has developed in the 
Baytown plant from sources other than the General Tire Co., but the Disposal 
Act does not permit the Commission to undertake negotiations for the sale 
of any unsold facilities at this time. If the Baytown plant is not sold, the 
Disposal Act requires that it be shut down and placed in standby for a period 
of 3 years before again being offered for sale. 

Whether legislation of the kind proposed should be enacted involves a question 
of policy concerning which this Department prefers to make no recommendation. 
There is one aspect of the measure, however, which it is believed should receive 
further consideration. 

The proposed amendment would tend to enhance competition in the manu- 
facture and sale of general-purpose synthetic rubber if it should result in the 
sale of the Baytown plant to a purchaser other than one already committed 
to the purchase of a copolymer plant. It is noted, however, that while the 
report of the Commission to the Congress which would be provided for under 
paragraph (c) of the bill would require the information described in paragraphs 
(1), (2), and (3) of section 9 (a) of the act, the bill omits reference to para- 
graph (4) of section 9 (a) requiring a “statement from the Attorney General 
setting forth findings approving the proposed disposals in accordance with 
the standards set forth in section 3 (c) of this act.” It is suggested that 
the bill be amended to make it clear that the Commission shall consult with 
the Attorney General with respect to antitrust aspects of any proposed sale 
of the Baytown plant in accordance with sections 3 (c), 3 (d), and 9 (a) (4) 
of the Disposal Act of 1953 (50 U. S. C. App. 1941a (c), 194la (d), and 
1941g (a) (4)). 

The Bureau of the Budget has advised that there is no objection to the 
submission of this report. 

Sincerely, 


Wi11am P. Rooers, 
Deputy Attorney General. 
Senator Frear. The committee will stand in recess until 10 a. m., 
tomorrow morning, at which time Mr. R. C. McCurdy, president of 
the Shell Chemical Corp., will be heard. 
(Whereupon, at 12: 10 p. m., the subeommittee recessed until 10 a. m., 
the following day, Friday, March 11, 1955.) 
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FRIDAY, MARCH 11, 1955 


Unitep Srates SENATE, 
ComMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON PRODUCTION AND STABILIZATION, 
Washington, D.C. 

The subcommittee met, pursuant to recess, in room 301, Senate Office 
Building, at 10 a. m., Senator J. Allen Frear, Jr. (chairman of the 
subcommittee), presiding. 

Present : Senators Frear, Douglas, Morse, and Capehart. 

Senator Frear. The subcommittee will come to order. 

We have before us, Mr. E. Wayles Browne, Jr. Yesterday after- 
noon, the announcement was made that Mr. McCurdy would be the 
first witness this morning, but I believe it is by mutual agreement that 
the shift has been made. 

Mr. Browne, we are glad to have you here, and I understand you 
have a prepared statement. 

Mr. Browne. I do, sir. 

Senator Frear. And the same offer is given to you that you may 
read it into the record or you may have it put in in its entirety and 
highlight it as you think best. 

Mr. Browne. Thank you, sir. I would prefer to read it, if I may. 

Senator Frear. All right, you may proceed. 


STATEMENT OF E. WAYLES BROWNE, JR., BETHESDA, MD. 


Mr. Browne. My name is E. Wayles Browne, Jr.; my address is 
Bethesda, Md. I am an economist, and have been employed by the 
Federal Government as statistician or economist in the National Secu- 
rity Resources Board, the President’s Materials Policy Commission, 
and other agencies. I have not been in the Government service for 
the past year. I speak as an individual, representing no one. 

Recently I prepared an economic study of the national rubber 
policy. My conclusions are that the disposal program does not meet 
major criteria in the Disposal Act, and that it is not in the public 
interest to sell the synthetic-rubber industry to the present prospective 
purchasers at this time for the osed price of $260 million. 

The industry should not be sold "fo or four major reasons: 

First, the combined price of $260 million for the plants does not 
repr esent full fair value, as required by the act. The Government 
could confidently e come to recover more than $260 million in the next 
t or 5 years through continued operation, at no increase in the price 


per pound of synthetic rubber. 
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The annual reports of the Reconstruction Finance Corporation have 
shown the following figures for profits and depreciation : 


{Millions of dollars] 


Profits Depreciation Total 


l 11.9 33.4 
52 16.1 40.6 


; . 59. 9 31.4 
4 wh 42.1 29.7 


4-year total . pens geet bags . 130. 0 135. 1 


It should be stressed that the RFC was not actively seeking to make 
profits in 1951 and 1952, and was forced to incur extraordinary ex- 
penses for reopening the alcohol butadiene and the Institute R-S 
plant, and later placing the alcohol plants in standby, as well as using 
large quantities of high-cost alcohol butadiene. 

The 1956 budget gives the following estimates for the present fiscal 
year, covering only 10 or 11 months prior to transfer : 

[Millions of dollars] 
Fiscal year 1955: 
Profits 


Total 


The present high level of GR-S output suggests that 1955 profits 
may be somewhat above the estimate of $36 million. 

Thus, in 4 years, the Government has received in profits and in re- 
covery of capital through depreciation charges more money from 
operations than sale would bring in total. Continued Government 
operation over the next 4 or 5 years (assuming no major depression) 
can be expected to bring in more than $260 million, at no higher price 
for the product than the present level of 23 cents per pound. 

Against this, the disposal program would take 10 years to collect 
the purchase price. The financial plan recommended by the Disposal 
Commission calls for a total downpayment of $128.5 million, slightly 
less than half the total price, with the balance payable in fairly equal 
installments until 1965. 

The Disposal Commission, in its report to the Congress, stated that 
the sale price amounted to 99.2 percent of the appraised value of the 
plants (as adjusted) and 96.6 percent of “the unrecovered investment 
of the American people.” These two comparisons are quite irrelevant. 
The going value of a profitable industry is certainly greater than the 
depreciated replacement value of the separate plants. The Commis- 
sioners, two bankers, and a cotton broker are reported to be sound, 
conservative businessmen. It seemes highly doubtful that they would 
recommend selling a profitable private enterprise at a slight loss. 

The valuation of an industry, as distinct from the valuation of a 
single plant, cannot be done solely on an engineering basis. The prof- 
itability of an industry depends upon the prices of the product, as 
well as the costs of production. The Disposal Commission has stated 
that it considered profitability, but it assumed continuation of the 
present prices. The Chairman of the Disposal Commission has ad- 
mitted, however, in testimony this week, that the Commission has no 





RUBBER FACILITIES DISPOSAL 197 


assurance from the proposed purchasers that the prices will remain 
constant at present levels. The higher the price, the greater the 
profitability, and the greater the full fair value of the industry. I 
refer there to prices of products and not prices of plants. 

Second, the taxpayers would not benefit from the sale, because they 
could expect to repay to the plant buyers the entire purchase price 
through higher prices for tires and other rubber products in the next 
few years. The demand for rubber, in economic terminology, is highly 
inelastic. In ordinary language, the customers continue to buy tires, 
baby nipples, rubber footwear, and other rubber products, in about 
the same quantity whether the prices go up or down. This is because 
such products are considered necessities, and have no close substitutes. 
If the industry is sold, the private owners could, and I believe would, 
raise the price of synthetic rubber. Natural rubber is now selling at 
about 30 cents per pound, 7 cents higher than the Government’s price 
of 23 cents for both GR-S and butyl. Rubber products are so widely 
used and are so essential that the consumers and the taxpayers can be 
considered to be the same people. Public policy, therefore, requires 
that full consideration be given to the effect of disposal on the tax- 
payers as consumers; consideration cannot properly be limited to the 
direct effect upon the Treasury. 

The demand for rubber products is well known to the industry to 
be inelastic. Prices for raw natural rubber have fluctuated violently 
in this century, from a peak of $3 to a low of 3 cents per pound. Prices 
of rubber products have reflected these fluctuations in the price of the 
raw material, while consumption has been affected very slightly b 
such price changes. The consumption of rubber from 1919 to date 
has varied closely with the level of industrial production, with almost 
no regard for price. 

An inelastic demand is the perfect setup for monopoly or for mo- 
nopolistic practices by a few large competitors who dominate an indus- 
try. The economic term for such competition among the few is 
“oligopoly.” For an oligopoly dealing with an inelastic demand, the 
incentive to raise prices is almost irresistible. 

In rubber the situation at present is even better for the industry 
and worse for the consumer. The present price of natural rubber 
isabove 30 cents per pound. The gap between the Government’s price 
of 23 cents for synthetic and the spot market for natural can be quickly 
closed by raising the price of synthetic. 

The out look is for continued high demand for synthetic. The 
rubber industry has estimated 1955 consumption of natural and syn- 
thetic to be 1,330,000 long tons, just a fraction below the record of 
1,358,000 tons in 1958. With manufacturers’ preferences running 
more to synthetic than to natural, heavy consumption can easily result 
in higher prices for synthetic. 

The Government’s average profit per pound of rubber sold, after 
all costs, including research and standby maintenance, was 3.34 cents 
in fiscal year 1954 and 3.62 cents in 1953. The price of GR-S through- 
out fiseal 1953 and 1954 was 23 cents; the price of butyl was 203, cents 
in 1953 and 22 cents for almost all of 1954. Butyl was raised to 23 
cents at the beginning of the present fiscal year. 

Assuming an average cost of 1914 cents, and a profit of 314 cents 
per pound, at a price of 23 cents, and sales (including captive consump- 
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tion) of no more than 650,000 tons, profits before taxes in private 
hands would amount to $50 million. At an average price of 25 cents, 
profits would increase to $80 million; at a price of 30 cents, profits 
in a single year would exceed $150 million. While the distribution 
of costs under private ownership might differ from the present pattern, 
Government costs have included management fees to the operators 
equivalent to about three-fourths cent per pound. In private hands 
these fees would be profits, instead of. costs, amounting to another 
$10 million or more. 

It has been reported that 2 of the prospective GR-S plant pur- 
chasers have offered sales contracts at 23 cents, and a third has offered 
to sell at 25 cents. These reports would be fairly good news for the 
consumers if they could be taken as firm, long-term prices. The 
papers have not reported all the terms and other fine print in these 
contracts, however, and the suspicion arises that they may be partly 
designed to facilitate obtaining the approval of the Congress in the 
present 60-day period. While the outsider can only speculate on price 
policy, I would not expect to see prices for synthetic rubber main- 
tained at this level in the face of rising demand and a natural-rubber 
price level of 30 cents or higher. 

Third, disposal would leave the Government with continuing ex- 
penses for maintenance of unsold plants and for fundamental research 
without operating income to cover them. Maintenance on the Insti- 
tute, W. Va., GR-S plant and on the Louisville alcohol butadiene 
plant is clearly essential as partial insurance against a future emer- 
gency. Such maintenance costs have not been published, but would 
probably exceed $1 million per year for these 2 p ants. 

A report on rubber research was prepared for the Department of 
Defense early this year by the National Academy of Sciences. The 
report stated that some $40 million worth of fundamental and applied 
research will be required over the first 5 years after disposal. The 
panel estimated that private industry would carry about half this 
sum in applied research, but probably would do almost no fundamental 
research. 

The report noted that fundamental research in synthetic rubber is 
urgently needed, and recommended that the Government finance it 
for about $20 million. The RFC and the Federal Facilities Corpora- 
tion have been supporting a research program at the rate of 4 to 5 mil- 
lion dollars per year. The effect of disposal on the Government’s 
research program, then, would be merely to remove the source of in- 
come to support it. Competitive research, sometimes mentioned as 
a major virtue of disposal, would seem to be valuable only to the pri- 
vate companies, but not to the Government and the taxpayers. 

Fourth, almost all of the major buyers of the plants, and a number 
of the lesser participants, have very unsatisfactory antitrust records. 
They have not been content to rely upon the economics of oligopolies. 
Instead, in their own words, according to a report on the Canadian 
1953 antitrust case on tires: 

* * * The companies replied that they were forced to band together for mutual 
protection during the depression. 

From January 1937 to October 1952, the period covered by the 
charges in the case—to which they pleaded guilty—was an extremely 
long depression. This case meeteed the Canadian subsidiaries of the 
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ite Big Four rubber companies plus subsidiaries and an affiliate of three 


ts, other tire companies in the United States. 

its § Congressman Celler’s statement before the House Armed Services 
on | Committee covered in some detail the antitrust record of many of the 
n, @ proposed purchasers. Senator Douglas of this committee requested 
rs | Assistant Attorney General Barnes to have the Department of Jus- 
ds § tice submit for the Senate subcommittee record a similar statement. 
er & [ will not, therefore, burden the record by referring to these cases 


individually. I should like to point out, however, that it takes a long 
r- @ time to prepare an antitrust case. It may take a long time to dis- 


ed @ cover that a case is necessary after collusion and combination in re- 
he “9% straint of trade and price fixing and other activities detrimental to 
he “% consumer interests have been going on, and some of these cases have 
se | dragged on for years in court without final settlement. 
ly @ The present penalty for losing an antitrust case is only $5,000 per 
he @ count. I note in last night’s Washington Evening Star an account of 
ce the recommendation of an antitrust panel advising the Attorney Gen- 
n- 9 eral of the United States that the fine should be raised to $10,000. 
er This would appear to be only slightly increasing the slap on the wrist. 
q In Canada, the limit formerly was $10,000, but 2 years ago Canada 
x- completely removed the limit on an antitrust fine. The court may 
ch now impose such fine as the case appears to warrant. This would ap- 
ti. 9 pear to be reasonably effective punishment. 
ne & I have examined these cases relating to the rubber, oil, chemical, 
r- = and other miscellaneous industries involving the various proposed 
ld purchases for these plants. I have examined these cases for their im- 
7 plications for the future economic conditions in the synthetic rubber 
of | industry, if the industry is sold under the present disposal plan. It is 
he | my conclusion that the disposal plan will not in fact “best foster the 
od | development of a free competitive synthetic-rubber industry.” 
he The attention of the committee is invited to the Canadian expe- 
‘is 9 rience with their Government-owned synthetic rubber industry. 
al ©@ Their industry was built with Government money in 1942 and 1943, 
* just as ours was, and the plants were operated under contract by the 
is  ™ Canadian subsidiaries of much the same companies that have oper- 
it ™ ated the plants in this country. After World War II, Canada in- 
a-  ™ Vited bids for disposal of their plants, but found the bids unsatisfac- 
i]. torily low. 
's @ Polymer Corp., Ltd. (a Crown corporation similar to our Recon- 
n- | struction Finance Corporation) gradually took over the actual opera- 
as | tion of the plants, staffing them with Government employees, and ran 
+; | the industry on a straight commercial basis. Manufacturers of rubber 
-} products in Canada were free to buy synthetics from Polymer Corpo- 
er i ration, or to use all natural rubber. (The Canadian Government did 
is @ not continue wartime controls over rubber usage, as we did.) Poly- 
= mer Corporation pays income taxes and all other taxes any privately 
in | Owned company would pay. It has been prospering; it has expanded 
; capacity, repaid dapitel advances ahead of schedule, and paid divi- 


dends into the Canadian treasury. It has also shipped 10,000 to 20,000 


*! |@ tons of synthetic rubber per year to the United States for the past 
he several years, in spite of our 10 percent ad valorem tariff on syn- 
. 4 thetic, but not natural, rubber. ; 

ul a The ery of socialism has been raised agwiast those who object to the 
“ 3 disposal of the Government-owned synthetic rubber industry. It is 
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significant that no such ery was raised when the rubber and oil com- 
panies were importuning the Government to build this industry in 
1939 and 1940 and 1941 and 1942. No such cry was raised when the 
Government was running this industry at a loss during World War 
II. Apparently it is socialistic only for the Government to make a 
profit. 

If the Canadians can run a Government corporation on a full com- 
mercial basis in a competitive market, pay full taxes, and still earn 
net profits equal to 10 percent on sales and about 7 i percent on gross 
investment as they did in 1953, then certainly the United States could 
do as well, provided we are not deterred by scare words. 

If it is not possible to fashion an actively competitive synthetic rub- 
ber industry, as the report of the Disposal Commission clearly indi- 
cates, another solution must be found. There are technical problems 
which arise from the physical interconnections from the oil refineries 
to the butadiene plants to the GR-S plants. The inelastic demand 
for rubber certainly renders competition, in the economic sense, un- 
likely. In such a case the synthetic rubber industry under historical 
American policy is affected and imbued with the public interest, and if 
sold, must be regulated like any other public utility. The only other 
alternative is continued Government ownership. To forestall future 
cries of “tax subsidy,” we might seriously consider setting up the 
industry on the Canadian pattern. 

In the event, however, the Congress does not disapprove the dis- 
post al in in, other problems arise. ‘This is the — of the Baytown 
GR-S plant and possibly the three plants in California bid upon by 
Shell Chemical Co. The C ongress should provide that all these plants 
be kept in operation and not he permitted to shut down, as required by 
the Disposal Act, if they are not sold. I understand that all GR-S 
plants, except the one at Institute, W. Va., which is shut down, all 
petroleum butadiene plants, and the styrene plant, are operating at 
full capacity. Consumption of GR-S is running equal to, or above, 
production. The loss of any of these plants to shutdown could result 
In a very tight market this year and over the next 3 years, leading 
to even greater upward pressure on prices. These plants should not 
be frozen. 

Finally, if the disposal plan is permitted to go into effect some action 
should be taken regarding the 180-day period in the national-sec urity 
clause. This provision is too weak. In a real emergency, such as a 
second loss of access to the natural rubber supply of southeast Asia, 
6 months is much too long to permit any of these plants to remain out 
of full production. Yet, there is a loophole even in that period, since 
the purchasers would be excused from reconverting if they were unable 
to obtain materials and equipment with which to reconvert. I suggest 
that all purchasers of plants be required to maintain intact at all times 
whatever materials and equipment would be required to permit com- 
plete and expeditious reconversion. 

Senator Frear. Senator Douglas. 

Senator Dovuecias. Mr. Chairman, in response to my request of 
Assistant Attorney General Barnes that he bring up to date the record 
on antitrust suits in connection with the rubber companies and the oil 
companies, the chairman has received this morning a letter and ac- 
knowledging memorandum, which I think should be placed in the 
record, at the conclusion of the testimony of Judge Barnes. 





RUBBER FACILITIES DISPOSAL 201 


Senator Frear. Without objection, the entire letter will be placed 
in the record. 

Senator Dovenas. I think perhaps it should be placed at the end of 
the testimony of Judge Barnes. 

Senator Frear. If there are no objections to that, it will be done. 
(Se ep. 75.) 

Senator Dovetas. While I have not had a chance to study the 
memorandum in detail, I think it is supplementary to the material 
which was published on the hearings on the bill in 1953. 

Mr. Browne, in the testimony yesterday of the representative of the 
United States Rubber Co., and, I understand, although I was not 
present at the time, t he testimony of the representative of the Firestone 
Co., a claim was made that the industry was and had been competitive, 

Now, you mentioned certain cases, and that you have studied the 
industry quite thoroughly. I wonder if you would express again your 
opinion on that contention. 

Mr. Browne. Senator Douglas, as you know, the definition of com- 
petition differs with the source. As economists, we are normally used 
to thinking of competition as the force which is supposed to push 
prices down by pushing costs down, operating in a market which has 
an elastic demand. 

In industry, unfortunately, the concept of competition frequently 
means simply advertising, sales pressure, with no reference to the 
effect on prices. Frequently, the very activity which is considered 
“competition”—in quotes—forces costs up by excessive selling costs. 

Now, Lam not prepared to give Firestone’s or United States Rubber’s 
definition of competition. My own observation of the antitrust cases, 
that they have been in convinces me that they pleaded guilty or pleaded 
nolo contendere to charges that they had not been competing. 

Senator Dovaras. As regards price ? 

Mr. Browne. As regi rds price, and as regards certain other 
activities. I know there have been cases—I will not relate them to 
these particular companies at this moment because my memory is not 
clear, but there have been cases in which market areas were allocated 
in which substantially no competition of any kind was effective. 

Senator Doue.as. So that I take it you are afraid that even though 
the present price of synthetic rubber of 23 cents per pound might be 
maintained by the companies for a brief period of time, later the price 
would be raised. 

Mr. Browne. I am personally convinced of it, sir. 

Senator Dovexas. If the price of natural were to fall markedly, of 
course, that might not be the case; isn’t that true? 

Mr. Browne. If the price of natural were to fall, let us say, to 20 
cents a pound delivered here, it would be unlikely that synthetic would 
go to 30. 

Senator Dove.as. Is it not true that the more gains the Communists 
make in Southeast Asia, the more probable it is that the price of 
natural will rise? 

Mr. Browne. That is certainly my impression, sir. 

Senator Doveas. Natural rubber comes almost entirely, does it 
not, from Malaya and Indonesia and Ceylon? 

Mr. Browne. Yes, sir, with some additional from Indochina, 
which has most recently been having internal difficulties. 

Senator Dove.as. From Indochina, too? 
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Mr. Browne. Yes. 

Senator Doveias. So if we were to have a disaster in Indochina, 
that also would cut off some of the supply of natural rubber? 

Mr. Browne. It would. 

Senator Dove.as. The biggest portion comes from Malaya, does it? 

Mr. Browne. Malaya and Indonesia. 

Senator Doveias. North of Singapore? 

Mr. Browne. Shipped through Singapore; yes, sir. 

Senator Dovetas. Certainly, that is a section of the world about 
which we are very—I would not say fearful, but which is exposed to 
great danger. 

Mr. Browne. All indications that I see in the papers, sir, are that 
peace in Southeast Asia is not immediately likely. 

Senator Doveras. And it is highly important, therefore, that we 
should have abundant supplies of synthetic rubber at as low a price 
as possible; is it not? 

Mr. Browne. I think it is essential to the welfare and economic de- 
velopment of this country, as well as the maintenance of our national 
defense on a reasonably economic basis. 

Senator Dove.as. I was interested in your description of the 
Canadian experience, which I must confess I had not known about 
until I read your memorandum this morning. 

Have they maintained the plant or plants in good condition ? 

Mr. Browne. The Canadian Government ? 

Senator Dove.as. Yes. 

Mr. Browne. I am sure they have, sir. I have here the 1953 annual 
report of Polymer Corp., Ltd., which was supplied to me by the cor- 
poration itself. Unfortunately, I do not have the 1954 report. 

Senator Douetas. Now, you say that they pay corporation taxes?! 

Mr. Browne. They do, sir. 

Senator Doveras. And, of course, taxes upon property ? 

Mr. Browne. Yes, sir. 

Senator Doveras. Do you think their depreciation funds are ade- 

uate ? 
: Mr. Browne. I could give you a figure here, sir, if you like. 

Their depreciation charges for the year 1953 were given at approxi- 
mately—at $5,036,831. 

Senator Doveras. What percentage of capital value would that be? 

Mr. Browne. Their fixed assets, at cost, were listed at sixty-nine- 
million-and-some-odd dollars. Their total reserve for depreciation 
to the end of 1953 was over 36 million. So they had written off—— 

Senator Dovetas. Over half? 

Mr. Browne. Over half, in approximately 10 years. 

Senator Doveras. And did I understand that in addition to that, 
they paid a7 percent return to the Government on it? 

Mr. Browne. They have, sir. Their total net income for 1953 was 
slightly over $5 million against sales of $50 million. 

Senator Doveras. Ten percent on sales. 

Mr. Browne. Ten percent on sales. 

It happens, sir, that depreciation was 10 percent, income tax was 9.8 
percent, and net income was 10.1 percent, as given by the corporation. 

Senator Dovatas. Before taxes? 

Mr. Browne. Net income after taxes. 
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Senator Dovetas. After taxes? 
Mr. Browne. Yes. 








a, 
Senator Douetas. It was 10.1 percent? 
Mr. Browne. Yes. 
4 Senator Dovetas. On sales? 
Mr. Browne. On sales; yes, sir. 
Senator Doue.as. Oh, yes. I was wondering, on original cost. 
3 Mr. Browne. On original cost of fixed plant, it would be approxi- 
it ‘a mately 7 percent, sir; slightly over 7. 
of Senator Doveias. And around 14 percent on the evaluation after 
depreciation ? 
it & Mr. Browne. Yes, sir. 
Senator Doveias. I wonder if you would be willing to put that 
e | financial statement in the record, as an appendix to your testimony ? 
— Mr. Browne. Yes, sir. And if the Senator cares, | will attempt to 
© vet the 1954 report. This may take some days, but if the subcommittee 
>. | would still like to have it, 1 would get the 1954 report, too. 
1 & Senator Frear. Do you want that? 
§ Senator Douenas. Yes, sir. 
ec a Senator Frear. It will be placed in the record, with objection. 
it (The report referred to follows :) 
ANNUAL REPORT OF POLYMER CORP., LTD.—1953 
HEAD OFFICE AND PLANT, SARNIA, ONTARIO 
1] BOARD OF DIRECTORS 
r- » &. J. Brunning J. A. Hodgson B. C. Row 
: J. D. Barrington G. A. LaBine 5. R. Rowzee 
9 J. W. Bruce C. A. Massey F. A. Sherman 
>> 
OFFICERS 
bh. J. Brunning, Chairman of the board 
J. D. Barrington, president and managing director 
p- Ek. R. Rowzee, vice president and manager 
L. D. Dougan, plant manager 
S. Wilk, treasurer 
‘ W. J. Dyke, secretary and chief legal officer 
l- 
Summary of financial results 
y “i ns 
| 
B- | Y ded 9 months 
Fiscal period i a one Cee ended 
yn | Dee. 31, 1953 Dee. 31, 1952 
Gr088 MOR rei tinas cennenkeencdbdbtdebbcdhii-chwidedteskhnasbadsbaairids~= | $50, 614, 959 $33, 676, 579 
Net income___. 5, 097, 638 2, 798, 481 
Divide, 5 ciieanicaice bots 3, 000, 000 2, 500, 000 
t 3 Provision for income tax_.._.-.-- sani adden ciemieneeee 4, 946, 000 | 3, 005, 090 
by 7 Provision for depreciation 5, 036, 831 | 3, 806, 999 
Total pRpUGR se ec iad 9, 063, 387 | 6, 503, 581 
4 "WW con Sa a A re tina 14, 271, 962 | 13, 047, 251 
AS Teal ee eacaewas 69, 325, 308 67, 675, 358 
3 REPORT OF THE PRESIDENT 
8 To the Right Honoraste C. D, Howe, P. C., M. P., 
n Minister of Defense Production. 


Deag Str: I take pleasure in submitting, on hehalf of the board of direetors 
of Polymer Corp., Ltd., the annual report on the operations of the company, 
together with the balance sheet, statement of income and expense, and auditor’s 
report thereon for the 12-month period ended December 31, 1953. This report 
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covers the first fiseal period which coincides fully with the calendar year. The 
report for the last fiscal period included the results of only 9 months’ operations, 
April 1 to December 31. 1952, and therefore allowance must be made for this 
factor when comparing the financial and production statistics for the two periods. 

The year 1953 was a most successful one. The total volume of sales reached 
an alltime high, resulting in a gross income of $50,614,959. Produetion facilities 
were taxed to capacity and the rate of rubber production was { percent greater 
than that obtained in the 1952 calendar year. 

The net income for the 12-month period was $5,097,638 after providing $5,036 
S31 for depreciation, $4,946,000 for income tax and $254,904 for debenture inter 
est. This represents an increase of 37 percent in net income per month ove! 
the rate established in the shorter fiscal period covered in 1952. Regular 
quarterly dividends totalling $2 million were paid, together with a_ special 
dividend of $1 million declared at the year end. Thus, in 1953, the company 
earned $2.55 per share after taxes and paid out $1.50 in dividends. In addition 
to the dividend payments, the company was able to retire $3 million principal of 
the 4 percent serial debentures, leaving a $4 million long-term debt outstanding 

Working capital increased slightly during the year and was $14,271,962, at the 
year end, after captial expenditures of $2,943,757 for new plant and equipment 
During the year, an obsolete cracking unit was removed from service and dis 
mantled. The writeoff on this equipment offset capital expenditures to the 
extent that the actual net increase in plant investment amounted to $1,649,950 


OPERATIONS 


The keynote of operations during the year was one of continuing effort to 
increase production, and it is with satisfaction that we report a production of 
over 180 million pounds of rubbers in 1953, as compared to 165 million pounds 
during the full calendar year 1952. This overall production increase of about 
9 percent was the result of several factors. There was excellent planning and 
scheduling of maintenance work. No serious unforeseen interruptions to opera 
tions were encountered. All departments put forward every effort to obtain 
maximum production performance. 

The production increase was achieved in the form of butadiene rubbers where 
improved operating techniques, the application of production experience, and 
the continued growth of oil extended rubber acceptance by our customers 
favored us. In the butyl plant, production was maintained at essentially last 
year’s level, but active design and construction work was initiated for improve- 
ments which should be realized in 1954. 

The Sun Oil Co. Ltd., placed its new Sarnia refinery into operation late in 
the year. This marked a substantial addition to local refinery capacity and 
provided an additional source of feedstocks for Polymer’s operations. Sarnia 
continues to grow in importance as an oil refining and petrochemical center, 
and the extension of the interprovincial pipeline from Superior, Wis., through to 
Sarnia this year has assured a steady, year-round supply of crude oil. On 
the other hand, the year 1953 saw a worldwide rise in prices of crude oil and 
petroleum products and Polymer’s petroleum feedstock costs rose accordingly. 

During the month of May, a tornado did serious damage in the city of Sarnia, 
particularly in the business area. The company was glad to place at the disposal 
of the community suitable equipment, and to detail skilled crews who rendered 
substantial assistance in the cleanup work in the wake of the storm. 


ADDITIONS TO PLANT FACILITIES 


The sixth steam boiler was placed in operation early in 1953 and brought 
the steam generating capacity to nearly 2 million pounds per hour. This 
expanded capacity enables Polymer to meet its own steam requirements and 
those of its customers in the area. 

The large volumes of high quality and costly light hydrocarbons required 
for the production of rubber present a difficult and expensive storage problem. 
A novel solution to this problem through the use of underground storage has 
been developed in the past few years. This is possible in the Sarnia area due 
to the occurrence of a thick bed of salt at a depth of about 2,300 feet which 
can be washed out to form an underground storage cavern. This storage 
system already has been successfully employed by others in the district and 
Polymer’s storage cavern, with an initial capacity of 55,000 barrels, is now 
in operation. 
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By midyear, the new research and development building was occupied, and 
marked the successful consolidation of many of the research activities which 
heretofore had been carried out under serious space and equipment limitations. 
To meet the mounting demand for office and staff working space to handle the 
diversification in Polymer’s products and markets, an addition to the adminis- 
tration building was authorized and construction work is now well under way. 
A variety of small, but very essential, capital projects was initiated in order to 
improye production methods, increase safety, or to effect operating savings. 


SALES 


Detailed and careful examination of the technical and economic factors 
governing our operations is a constant task, and these studies form the basis 
for the company’s planned and continuing growth. It is proposed to redesign 
ind add to the existing basic plant facilities in an orderly manner, so as to 
preserve the company’s competitive position and to take advantage of the chang- 
ing market conditions. The excellent balance of operating know-how and tech- 
nical skills in our research, engineering, technical and process staffs forms a 
sound base for the development of this growth program. 

During the year there was a decline by about one-third in the world price 
of natural rubber. In the beginning of 1953 top grades of natural rubber sold 
at about 30 cents per pound while, by the year end, the price had dropped to a 
level which averaged about 3 cents below the price for our standard grades of 
rubber. Notwithstanding, Polymer was able to increase its sales volume by 


approximately 13 percent above the average monthly rate established 


last 
vear. 


It has been our policy to supply rubber of uniform high quality and the 
acceptance by our customers, despite the price competition of natural rubber, 
is indeed gratifying. 

It is the consensus of the market forecasters that the demand for new rubber 
will continue to rise markedly over the next 10 to 20 years. We believe that 
within this strong demand for additional rubbers, Polysar products will con- 
tinue to find a high degree of acceptance, and that an outlook based on expand- 
ing sales can be viewed with confidence. 

The 1953 sales experience showed an outstanding growth in the use of SS—250 
for shoe soling application in the European markets. The swing toward “cold” 
rubbers continued. Generally speaking, this low temperature production step 
results in improved products, and we believe that markets for Polysar Krylene 
and Polysar Krynol will continue to expand. 

Styrene sales returned to a high level after a period of reduced require- 
ments by the plastics industry in 1952, and demand for this chemical is now 
brisk. Total chemical sales remained high in 1953, despite the fact that no 
ethylene was offered for sale after the end of the first quarter. 

Since the market demand for our products exceeded the production capacity, 
there was little change in our inventory position. The total value of all inven- 
tories was $9,231,672 at the year end, an increase of only 4 percent, while the 
finished rubber inventory continued to be low, representing about 2 weeks’ supply. 


RESEARCH AND DEVELOPMENT 


The research and development division is now a self-contained unit with the 
completion and occupancy of the new laboratory building. 
fundamental and applied research on which every progressive company must 
depend but also special customer services which are required to deal with 


It provides not only 


products of highly technical complexity. The new laboratory facilities include 
a number of very specialized installations, such as the electron microscope which 
greatly widens the field of study of the physical nature of our products. 

The work of the research and development division has continued to improve 
the quality of the company’s products. Among the achievements of 1953 is the 
development of latices for rubber base paints which are stable throughout a 
wide range of temperatures. With the mounting demand for oil-resistant 
rubbers manufactured by the “cold” process, full-scale plant production prob- 
lems were successfully overcome. Along with the current problems, studies were 
continued in more basic fields to serve as foundations for products and processes 
which should find commercial application in the years to come. 

The research that Polymer has carried out to date has not only increased 
our revenue but has also enhanced our position in the rubber industry throughout 
the world. It it our firm belief that industry should not depend on public institu- 
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tions for its research work. Research, when properly directed, pays handsomely. 
The expansion of industrial research in Canada is a necessity if we are to keep 
pace with other countries and utilize our natural resources to the full. 


INDUSTRIAL RELATIONS 


The company has continued its attention to employee relations in the fields 
of health, safety, security, benefits, services and community activities. Through 
the combined effort of management, supervision and all employees, the accident 
rate was reduced 36 percent, bringing the lost-time accidents down to 8.8 per 
million man-hours as compared to 13.8 in 1952. 

In September 1953 the company celebrated its 10th anniversary as a pro- 
ducer of rubber. The services of the many employees who have been with the 
operations from their inception are a valued asset. We are appreciative of 
the fact that by the year-end 595 employees had earned their 10-year service 
awards, and that a substantial number will become eligible in 1954. 

Wages and salaries continued to rise, matching the pattern established during 
the year by most of industrial Canada. Employment remained at a healthy 
level in the Sarnia area and the company’s employee turnover was even lower 
than in 1952, averaging less than 1 percent per month. The total number of em- 
ployees was reduced by about 2 percent to 2,343 by the year end. In the tech- 
nical and scientific fields, Polymer has continued to be successful in obtaining 
qualified personnel. However, due to the shortage of science and engineering 
graduates from Canadian universities, we have also taken advantage of per- 
sonnel available from outside of Canada with excellent basic scientifie educa- 
tion. We believe that the bringing to Canada of suitably trained, adaptable 
young men from various parts of the world is good, not only for Polymer, but 
also for Canada’s long-term growth and development. 


GENERAL OUTLOOK 


The world consumption of rubber in 1953 is estimated to be about 2.4 million 
long tons, and it is predicted by many authorities that by 1960 the world’s use of 
new rubber will have expanded to about 3 million long tons. At present, about 
two-thirds of the new rubber demand is met by natural rubber, so that the factors 
which affect the supply of this commodity obviously have a strong influence on 
the outlook for the rubbers produced by Polymer. Based on experience over the 
last several years, it would appear that there can be no significant growth in 
natural rubber production for some time to come. Therefore synthetic rubber 
production must continue to expand to fill the gaps created by the growing demand 
for new rubber. Thus, we feel confident of the long-term outlook for increasing 
sales by Polymer. 

In the immediate future, the domestic demand is expected to remain fairly 
close to the 1953 levels and the export market outlook is very favorable. During 
1953 there appeared to be an easing of payment difficulties in our sales to the 
United Kingdom and certain other European countries. This is encouraging, 
particularly in the face of slackening United States aid to Europe. This 
favorable tendency can only continue if pressure for various trade restrictions, 
which have lately become apparent on both sides of the Atlantic, is strongly 
resisted by the Governments concerned. 

Since the synthetic rubber-producing plants owned by the United States Gov- 
ernment represent about 90 percent of the world capacity, the future plans for 
this large segment of the industry will be a dominant force. Enabling legisla- 
tion has now been passed in the United States for the disposal of these facilities. 
If all of the conditions of the legislation are fulfilled, these plants could be in 
private company hands by the spring of 1955. No substantial programs for new 
plants to produce synthetic rubber elsewhere in the world have yet been devel- 
oped, and significant progress in this regard appears unlikely in the immediate 
future. 

Canada has enjoyed another year of industrial growth. The announced plans 
of many major industries and utilities to further expand in 1954 speaks well for 
the future. The steady population growth lends further support to the optimistic 
outlook for our country. 

The year 1954 should be a good one for Polymer and it is expected that we will 
be able to sell all of the rubber that we can produce. 
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I am pleased to be able to acknowledge that the successful results achieved in 
1953 reflect the keen and loyal services of an efficient team of employees and to 
congratulate them on a job well done. 

Submitted on behalf of the Board of Directors. 

J. D. BARRINGTON, 
President and Managing Director. 
Sarnia, OntTARIO, February 19, 1954. 


Balance sheet as at Dec. 31, 1958, and 1952 





























ASSETS 
1953 1952 
C1 rre nt: } 
Cash bmantebh ahha ncanehangend senda eheseneunaudéscemseesimbannsinee $1, 427, 345 $5, 800, 500 
Short-term investment, Gov ernment of Canada a treasury b bills, at present 
WOR on ccn nn gneiewns nee nersemereeneens np sintpresiasisemen 4, 947, 927 | : 
Advances and deposits......................... vetoed eae 100, 987 282, 935 
Accounts receivable - - pisan eed ane ha nares ; : 4, 444, 734 | 4, 692, 731 
Claims, duty, sales tax, and others. ela ee ‘ 87, 844 15, 620 
Inventories, at cost: , stn 
Operating and maintenance supplies__._.__.___-- Je phhenivack best 3, 569, 164 3, 587, 364 
GORE seninmibtedbdte cceeupcanedtte cues sl Ti aie 2, 079, 602 | 1, 992, 370 
Prime materials and intermediate products... eden ; 2, 072, 088 2, 158, 413 
Finished products. -_--..-......--- Sens Cedthehubtecouetecshe : 510, 818 1, 111, 286 
i tabi dich peat td etait in tbe Gdlerinalednmdialptee aitie Ainbisle <atinbiath 1, 672 8, 849, 433 
eda i ri oc hese eta ine del adenine | 20, 240, 509 | 19, 64l, 219 
Fixed: ; | ; 
Land, buildings and equipment, at cost. _-._...............-.--.-._-- 69, 325, 308 67, 675, 358 
Laake ricictc ic bavnnnnnginnp ie cnactineies -------| 36, 643, 912 32, 866, 889 
QE initiaited Re nitetaaciarsntstnaipiuiiainibmnaaaial | 32, 681, 396 | 34, 808, 469 
Pre shits bic ade ai vndetdinnh soroieansn wen Biainesiabiditdeieniaiai | 353, 995 | 16, 175 
TR os attadussinatcdsatscadaeuntakcan buabite awaliwed Oeemniekscbeisuan | 653,275, 900 54, 465, 863 
LIABILITIES 
$$ —_—— : 
| 1953 1952 
Current: | | 
Accounts payable and accrued liabilities_._._...................- --| $2,088, 371 $1, 921, 427 
Receiver General of Canada: Provision for taxes, workmen’s compen- 
sation and unemployment insurance __ a eebeebeiooet te .| 3, 194,171 | 1, 608, 716 
Dice I aon con ere ccncenceweenenncceesns ; 40, 000 | 80, 000 
Debentures to be redeemed within 1 year__...................-- Gunter: 1, 000, 000 2, 000, 000 
Extra dividend payable- -- - -- wie aly Srtaaedastested | 1, 000, 000 
Tetel..c. aden ‘ciel nateiatelben ws sone iinsie ioineneaatcin ehaotnatiatianel biesiiatlaiatite in am 00 see aa 6, 322, 542 _ 6, 610, 143 
Debentures, held by Her Majesty in right of Canada, 4 percent, maturing vs | = tj 
$1 million annually Mar. 31, 1953, to 1960, or sooner at the option of the | 
CRUNRIIN, det Na nk annaheduntesbsdsthe blinds ted dnaes cus | 8, 009, 000 | 8, 000, 000 
Less: Debentures redeemed or recorded as a current liability Selene pinielnines pa 5, 000, 000 | 2, 000, 000 
| 3, 000, 000 | 6, 000, 000 
SSS ee eee 
Capital and surplus: 
Common stock: | 
Authorized, 3,000,000 shares of no par value, issued, 2,000,000 shares 
fully paid and held in trust for Her Majesty in right of Canada__. 30, 000, 000 30, 000, 000 
Ree Ng SR Rr, Hen iar mRNA tate a RRM | cod SSR | 13,953, 358 | 11, 855, 720 
i cctidinnittlin cit ciatdintiatiinn ngiecdneenidinsaiibich sinmeahadid Maausstsiamblice | 43, 953, 358 | 41, 855, 720 
ann cia ice ccna cach nas 53,275,900 | 54, 465, 863 


Approved on behalf of the board: 
J. D. Barrineton, Director. 
E. R. Rowzeer, Director. 
Signed for the purpose of identification only, subject to my report herewith to 
the Minister of Defence Production. 
Watson SELLAR, 
Auditor General of Canadu. 
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Statement of income and expense 


Year ended 9 months end 
Dee. 31, 1953 Dec. 31, 1952 


Gross incon 


i services, less freight, duty and marketing allow- 


Expense 
Cost of s sold 38, 7 26, 669, 927 
Administrati 247,8 
101, 
614 


Selling and t hnical service 


Research and development 


316 27, 633, 09 


Net income before debenture interest, and provision for income tax 298, 542 6, 043, 48 


254 240. 00 
946, 3, 005, 00 


Potal 


5, 200, 904 3, 245, ( 


Net income , 097, 638 2, 798, 4 


Note.—Included in the costs and expenses charged against operations for 1953 are the following items 
depreciation (at rates in accordance with the income tax regulations 
at $489,624 retired during the year) $5,036,831, directors’ 
$101,100, and legal fees $24,890. 


including obsolete equipment valued 
fees $5,400, remuneration of executive officers, 


Statement of surplus 
Balance at Dee. 31, 1952: 
Distributable surplus : : . ‘ $628, 197 
Earned surplus d ; boa Pita tes _ 11. 227, 523 


« met, Deon 


._. 11, 855, 720 


5, 097, 638 


Total 
Net income for the year 1953 


953, 358 


by 
3, 000, 000 


Total ; : oh ateodaahie ie ae 
Dividends declared, including $628,197 from distributable surplus ; 


Earned surplus, balance at Dec. 31, 1953_- ; : 13, 953, 358 


Source and disposal of funds 


Year ended ) months end 
Dec. 31, 1953 Dec. 31, 1952 


3 2 638 $2, 798, 481 
‘iation 5, 036, 831 3, 806, 999 
{ capital ‘ : 33, 998 12, 347 

10, 168, 467 | 5, 617, 827 


qo 


Debentures redeemed or called for redemption__- 5 | 3. 000, 000 2, 600, 000 
Dividends declared 3, 000, 000 2, 500, 000 


‘apital expenditures . : 2, 943, 757 | 1, 454, 972 


aa 


Total jest —_ . new ‘i 757 5, 954, 972 


Increase in working capital_- 662, 855 
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Disposition of income dollar 


ee Year 9 months 
4 ended ended 
‘a Dec. 31, Dec. 31, 
a 1953 1952 
4 
y Percent Percent 
3 tross income -. - » won ” . ‘ 100. 0 100.0 
Ss Expenses 
3 Feedstocks s 20.9 19.4 
E Chemicals si * 9.5 10.0 
4 Fuels 12.2 12.2 
S Other material and supplies 4.7 2 
; Wages, salaries, and associated charges 18. 4 19.9 
* Other expenses : 3.9 3. 9 
Depreciation > Seiiee 10. 0 11. 7 
(j ; a @ 
Debenture interest. -.-. i 
Income tax suieliatatatpeatntraninee trintnireanipiiapindnig . neil . 9.8 8.8 
Net income........ ~abeieweiee pi cubed chee a = 10. 1 8.2 


REPORT OF THE AUDITOR GENERAL 


OrFIcr OF THE AUDITOR GENERAL, CANADA, 
Ottawa, February 16, 1954. 
Re Polymer Corp., Ltd. 
Che Right Honorable C. D. Hower, 
Minister of Defense Production, Ottawa. 


Dear Srr: Having completed the audit of the accounts of the above-noted 
corporation for the fiscal year ended December 31, 1953, I now report to you, 
in compliance with the requiremeuts of section 87 of the Financial Administra- 
tion Act, the results of the examination both of the accounts and of the certified 
financial statement forwarded herewith. 

In my opinion, 

1. Proper books of account have been kept by the corporation ; 

2. The financial statement has been prepared on a basis consistent with 
thet of the preceding year and is in agreement with the books of account; 
also, the balance sheet and the accompanying statement of income and 
expense, respectively, give a true and fair view of the state of the corpora- 
tion’s affairs as at December 31, 1953, and of the results of the corporation’s 

q operations for the fiscal year ; 

i 3. The transactions of the corporation that have come under my notice 
have been within the corporation’s powers as set forth in the Financial 
Administration Act and any other act applicable to the corporation. 

Yours faithfully, 

WATSON SELLAR, Auditor General. 


STATISTICAL DATA 


Rubber production 
[Million pounds] 


BUTYL TYPES BUTADIENE TYPES 
Year ended Dec. 31, 1953_.--___- 37.6 | Year ended Dee. 31, 1953_ —eer YO 
9 months ended Dec. 31, 1952... 28.4] 9 months ended Dee. 31, 1952___. 92.7 
Year ended Mar. 31: Year ended Mar. 31: 
ae eee 34. 3 NG lh ed hbk daphecied aeitdebin 1 bh aida disantaea e 
Wea eet i) el cd 30. 3 ted wid dedibpdbe didi kek Tees @ 
SO ES ee 77.5 1950 saictlacianin lining ih acai iis 8S. 9 
litt inset l lnee tian i 5 
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Cost of plant 


At Dee. 31: Total cost | At Mar. 31—continued Total cost 
$69, 325, 000 MR cetera aibiices Meth dedabae Rach ans $52, 845, 000 
67, 675, 000 52, 027, 000 
49, 931, 000 
49, 610, 000 
48, 821, 000 
54, 582, 000 


Payroll and employment 


| Number of 
Total | employees 
payroll at end of 
| period 





Year ended Dec. 31, 1953. ._.-- 
9 months ended Dec. 31, 1952 
Year ended Mar. 31, 1952____- 


wn 


PPP PL eeoS 
% = 
Ww 


BE 


1951 
1950 
1949. 
1948 
1947 
1946 
1945 


5 


seeeeseeee 


EES 





Senator Doue.as. That is all I have, Mr. Chairman. 


Senator Frear. Mr. Browne, in your testimony in the second para- 
graph, you say— 


Recently I prepared an economic study of the national rubber policy. 


What induced you to make that study ? 
Mr. Browne. I was a candidate for the degree of doctor of philos- 


ophy in economics at Harvary University, sir. 

Senator Frear. Were you successful in obtaining the degree ? 

Mr. Browne. I have not reached that point, sir. The thesis has been 
accepted. 

Senator Frear. There was a thesis? 

Mr. Browne. Yes, sir. 

Senator Frear. I see. 

Mr. Browne. But I have not been called for final examination on 

yet, sir. 

Senator Frear. Is that the thesis? 

Mr. Browne. That is the thesis; yes, sir. 

Senator Frear. You have a pretty comprehensive study, I should 
say. 

Mr. Browne. Thank you. 

Senator Frear. There have been handed to me some questions that 
I would like to ask. 

Mr. Browne. Certainly, sir. 

Senator Frear. I understand you were asked to testify before this 
subcommittee ? 

Mr. Browne. I made arrangements with the committee staff, sir. 

Senator Frear. Have you discussed with me, as chairman of the 
subcommittee, your proposed testimony ¢ 

Mr. Browne. I have not discussed it with you, sir. 

I presented a copy of an earlier draft of testimony to your staff 
on Tuesday. That included a number of antitrust cases. 
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Senator Douglas, you recall, asked Mr. Barnes to put that material 
in the record, and I thought there was no point in burdening the 
record with duplication. 

I was able to make some changes. I cut that out, and I wished to 
make some other changes, which I mentioned to your staff last evening, 
sir. I was not able to get copies over to them before they went home. 

Senator Frear. I think it is quite all right, sir. It is just a matter 
of record. 

Mr. Browne. I did not mean to surprise you this morning, sir. 

Senator Frear. Do you consider rubber more basic to our national 
security than steel, oil, aluminum, copper, tin, and magnesium ? 

Mr. Browne. More basic than 1 or 2 of those. . I believe we could 
get along without tin. I suspect we could get along without mag- 
nesium. We certainly have in the past. I would hesitate to draw— 
[ am sure you could not build the building over across the way with 
a rubber foundation or a rubber wall. 

Senator Frear. Do you have any experience which would qualify 
you as an expert on crude and synthetic rubber prices ? 

Mr. Browne. Would you care to amplify that question, sir? 

Senator Frear. Mr. Browne, I am afraid I could only give you my 
own interpretation of what this means, because this list of questions, 


as I said, was by request of another member of the subcommittee, 
the ranking minority member. 
Mr. Browne. Yes, sir. 


Senator Frear. Does your background entitle you to be considered 
an expert on crude and synthetic rubber prices? Does the prepara- 
tion of that thesis perhaps entitle you to be considered an expert ? 

Mr. Browne. On the general overall pattern of such prices I think, 
sir, I am qualified to speak. 

Senator Frrar. You have a degree? 

Mr. Browne. May I correct or 

Senator Frear. Yes. Pardon me. 

Mr. Browne. Amplify that. 

Senator Frear. Yes. 

Mr. Browne. I am not at all offering myself as an expert on the 
day-to-day fluctuations in the futures market in the rubber business. 
L 


Senator Dovetas. Mr. Chairman, I have here a statement of Mr. 
Browne’s experience. If it would be satisfactory to him, I would like 
to have it filed in the record at the conclusion of his remarks. 

Mr. Browne. I would appreciate it, sir. 

Senator Doveras. I would like to point out he has had a great 
deal of experience in Government. He served in the Army during 
this last war, serving overseas, with an honorable war record. He 
has had good military training. He has had experience in private 
industry. 

Senator Frear. Yes. There is certainly no objection to that being 
made a part of the record, and maybe there might be something in 
that that would answer this question more fully. 

Do you know that the price of crude rubber was about 19 cents a 
pound a year ago? 

Mr. Browne. I believe that is correct, sir. 

Senator Frear. You did not have that in your testimony, I believe. 
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Mr. Browne. J did not, sir. 
memory if you like. 

According to figures published by the Department of Commerce, 
sir, the monthly average price of spot rubber, No. 1 Ribbed Smoked 
Sheet, at New York has never aoa as low as 19 cents since early 1950, 


but it has been down to 21 or slightly below in late 1953 and early 
1954. 


I can take a look at it to refresh yp) 


Senator Frear. Can I take that to mean that that is about what 
crude rubber price would be? I mean—— 

Mr. Browne. This is crude rubber; yes, sir. 

Senator Frear. Thank you. What effect, if any, would you expec 
19-cent crude rubber to have upon the ability of either the Gover 
ment or private industry to operate the synthetic rubber plants at 
prohit ¢ 

Mr. Browne. The Government has operated the synthetic rubbe: 
plants at a profit and sold the rubber for 20 and 22 and 23 cents whil 
natural was in the neighborhood of 20 cents, sir. There are some 
preferences for sy nthetic rubber which will permit a positive premium 
over the natural price. This information comes direct from the 
Natural Rubber Bureau which represents the natural rubber 
ducers. lam sure it is correct, sir. 

Senator Frear. Do you know that the sales price of GR-S by pri- 
vate industry has been announced to be the same price as that now 
charged by the Government in spite of the fact that private industry 
will pay income taxes whereas the Government did not ¢ 

Mr. Browne. I pointed out in my testimony, sir, that there had been 
an announcement that two companies are offering sales contracts at 
23 cents to propose purchasers and a third has offered a sale at 25 
cents. 

I also pointed out in my prepared statement, sir, that there was no 
indication in the public press as to how firm these prices will be, and 
before this subcommittee Mr. Pettibone, I believe, admitted a day or 
two ago that his Commission had no assurance from the purchasers 
that such prices would be continued beyond the disposal of such spot 
stocks of rubber as they acquired with the plants. 

Senator Frear. This question on my own 

Mr. Browne. Yes, sir. 

Senator Frear. Is there any announcement that the prices may not 
be decreased ¢ 

Mr. Browne. I cannot say there has been no announcement, sir. I 
have seen none. I would be very much surprised if the prices are de- 
creased for any significant period or in any significant amount. 

Senator Frear. Again on my part: In your testimony and your 
recent answer that 2 companies had quoted at the same price, namely, 
22 cents 

Mr. Browne. Twenty-three cents. 

Senator Frear. Or 23 cents—for crude rubber and another one at 
25 cents, does that signify in your opinion collusion ? 

Mr. Browne. I would not make the charge on no better evidence 
than I see in the newspapers, sir. 

Senator Frear. Back to my prepared questions : Do you know of the 
disposal by the Government of any Government- built facility for a 
price which even approached 99 percent of the replacement. value less 
depreciation of the facility ? 


pro- 
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Mr. Browne. Offhand I do not, sir, but I do not consider that a 
significant aspect in this case. I have not been actively supporting 
-ome of the previous Government disposals either. 

Senator Frear. Do you believe in Government ownership of 
ndustry ? 

Mr. Browne. Of such industry as is better owned and operated by 
the Government than by certain private enterprises I do, sir. I wish 
you to note that this is not a sweeping statement that I am a Socialist. 
Tam not, sir. 

Senator Frear. Are you aware of technological developments in 
the industry and of the possibility or perhaps even the probability 
that new developments could within a few years render the existing 
synthetic rubber facilities obsolete ? 

’ Mr. Browne. This has been spoken of by members of the rubber 
products industry and the oil industry, sir. I am not prepared to 
accept it as a sure thing. I referred in my prepared statement to a 
report prepared for the Department of Defense by a number of re- 
search directors, chemists, and other people, some in the rubber com- 
panies in Akron, some professors of e¢hemistry, I think one from your 
own State, sir, whose name I do not now recall, the former research 
director for du Pont, who pointed out that fundamental research is 
urgently required in synthetic rubber, that we have just about absorbed 
all sue ‘+h work that has been done, that we have reached the bottom 
of the barrel I think were their words, and that they did not expect 
industry to do much of that in the 5 years following disposal. 

This is why they recommended that the Government spend a mat- 
ter of $20 million on fundamental research in synthetic rubber between 
now and 1960, even after the plants were transferred to private hands. 

Senator Frear. Now, of course, that answer requires me to ask a 
question on my Own. 

Mr. Browne. Yes, sir. 

Senator Frear. Are you familiar with neoprene? 

Mr. Browne. I am aware of some of the history of neoprene, sir. 

Senator Frear. Did the Government furnish any research or the 
cost of any research in the development of neoprene ‘ 

Mr. Browne. I believe it did not, sir. 

Senator Frear. Again back to—— 

Mr. Browne. I would like to further comment, if you like. 

Senator Frrar. You may. 

Mr. Browne. Neoprene was initially developed by Father Nieuw- 
land at Notre Dame University entirely on his own with no help from 

the rubber or chemical companies. He announced that he had pro- 
duced it in laboratory before he received any assistance in the develop- 
ment of the product for market. 

Senator Frear. Now back to Senator Capehart’s questions. Do 
you know that without private industry there would have been no 
Government-owned synthetic-rubber plants because it was with the 
know-how and engineering skill and ability of private industry that 
the plants were built ? 

Mr. Browne. It is possible to debate that point, sir. The know-how 
in synthetie rubber did not come in great quantity from American 
private industry. What we now call GR-S, formerly known as 
Buna-S, was developed by I. G. Farben in Germany. 
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As I understand it—and I do not speak as an expert. at this point, 
sir—the patent pool, the know-how pool, that was set up by Recon- 
struction Finance Corporation in 1941, I believe, did not acquire a vast 
amount of American patents or American-developed patents or of 
know-how. It acquired some. 

Senator Frear. This is a question now following up for my own 
information. 

Mr. Browne. Yes. 

Senator Frear. Did we have access to the German patents or the 
German know-how in 1940, 1941, or 1942? 

Mr. Browne. By consent decree dated March 25, 1942, in a pair of 
antitrust suits brought by then Assistant Attorney General Thurman 
Arnold, Standard Oil Co. (New Jersey) plus subsidiaries and officers 
turned over the German patents partly through the activity of the 
Alien Property Custodian, partly through such patents as were held 
directly by Standard, into the patent pool. It is my understanding, 
sir, that subsequently Standard sued to recover these and I think was 
not successful in the courts. I would rather check that before making 
i positive statement, but I understand they were unsuccessful in about 
1946 or 1947. 

Senator Frear. Do you know that private industry turned over to 
the Government, without charge, dozens of patents and furnished the 
management skill and know-how to operate plants? I think you have 
already answered that question. 

Mr. Browne. I would be glad to comment on it more, sir. 

Senator Frear. Well, we would like to get all the testimony we can. 
However, time is running a little close with us. 

Mr. Browne. Yes, sir. 

Senator Frear. Are you aware that the Attorney General of the 
United States and his staff have reviewed the entire disposal program 
and have found it to be entirely consistent with the antitrust laws! 

Mr. Browne. As I remember the testimony of Mr. Barnes a day 
or two ago, sir, he pointed out that the Attorney General was very 
careful to word his finding that sale of these plants to these companies 
did not in and of itself violate the antitrust laws. Mr. Barnes went 
on to say 

Senator Frear. I think you have answered the question, because 
this says “the disposal program.” 

Would you consider yourself better qualified than the Attorney Gen- 
eral and his staff to pass upon the question of antitrust law inter- 
pretations ? 

Mr. Browne. Well, obviously not, sir, but I wish to repeat that the 
Attorney General clearly stated that he did not offer any opinion as 
to what these people would do with the plants after they got them. 
My comments are aimed at attempting to predict their future activities 
from their past activities. 

Senator Frear. I might state, Mr. Browne, that if you would like 
to go into detail more fully than you have in answering these questions 
that I would be very happy if you would in writing, and we will make 
it a part of the record. 

Mr. Browne. Thank you, sir. I would like to make a short further 
statement on that if I can find it here, if you will indulge me for a 
couple of minutes. 


Gen 
pro} 
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Senator Frear. Yes. 

Mr. Browne. In that connection, sir, I have here a copy of a speech 
made by the late Representative Paul W. Shafer who was one of the 
©) sponsors of the disposal legislation 2 years ago. The speech was made 
©) September 14, 1953, after the disposal legislation was passed. He 
§ states in part: 


Put yourself in the place of the Attorney General. He must now not only find 


; in a written opinion that the disposals will not violate the antitrust laws, but in 


addition, must set forth findings approving the type of disposal program which 
will best foster the development of the free competitive synthetic rubber industry. 

These will be in the nature of judicial findings, and I will now prophesy that 
they will embarrass the Attorney General, when and if he makes these findings, 
for many years tocome. From the purchasers’ viewpoint, I know of no provision 


t of law which would be more welcome, because the Attorney General, in approving 
the sale, must make findings which I am confident will be used against him in 


any future antitrust actions. As a matter of fact, there may even be some doubt 
as to whether the Attorney General will make these findings; and if the Attorney 
General should refuse to make them, then, of course, there could be no disposal 
program. 

Senator Frear. Is that your opinion also? 

Mr. Browne. I agree heartily with the late Representative Shafer 
in this respect, sir. 

Senator Frear. The following questions are from the chairman of 
the subcommittee. 

Have you ever been connected with the synthetic rubber industry? 

Mr. Browne. I have not been connected with the synthetic rubber 
industry, sir. 

Senator Frear. The second question I have is: What is your business 
background? I believe that will probably be answered in the material 
that Senator Douglas has given for the record. 

Mr. Browne. Yes. I can mention two connections that might be 
of interest. Over 20 years ago I spent 6 or 7 months working for the 
Hood Rubber Co. in a minor capacity. Hood was then, I believe still 
is, a subsidiary of Goodrich. Over 25 years ago I worked for about 
a year for a natural gas and an oil company which were then sub- 
sidiaries of Cities Service Co. I do not hold that against either of 
these two companies, sir. 

Senator Frear. Are you familiar with the technical, operating, 
marketing, and distribution problems of the synthetic rubber industry ? 
Mr. Browne. The technical problems I am not familiar with, sir. 

Senator Frear. Did you testify before any congressional com- 
mittee or suggest any provisions for this legislation when it was being 
considered by the Congress in 1953? 

Mr. Browne. I did not, sir. I had not made my study at that time. 

Senator Frear. Do you agree with the philosophy that the Gov- 
ernment should not engage in a business which can be run as well in 
the public interest as by private interests? I asked a very similar 
question on behalf of Senator Capehart, and I think you have already 
given the answer to that. 

Do you anticipate any time at which you believe the Government 
should sell ownership of these facilities? 

Mr. Browne. If we cannot find a better disposal program than I 
believe this one is, I think the Government could safely continue oper- 
ating them, sir, indefinitely. 
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Senator Frear. Have you written the Disposal Commission you 
views on the disposal plan either before or after it submitted its report 
to the Congress ¢ 

Mr. Browne. I have not, sir. I had a private discussion with one 
of the senior staff members, and I pointed out that 1 was opposed to 
the disposal program, but naturally their mandate was to prepare q 
program, not to listen to discussions as to why they should not do go, 

Senator Dovetas. Mr. Chairman ? 

Senator Frear. Yes, Senator Douglas. 

Senator Doveras. Would the chairman permit an observation by 
me on that point / 

Senator Frear. If I may just ask one question that follows this 
one up, Senator. In that conversation to this high-ranking man of 
the Commission, did you make any suggestions about the arr anging 
for high bids or the competitive part of the industry or the satisfac- 
tion of the small business needs and the national security safeguards 
that were included in the law ? 

Mr. Browne. I felt that was not my function at that time, sir. 
did not make any such suggestions. I was not asked for any. 

Senator Frear. Senator Douglas? 

Senator Doueias. May I make a comment? And I say this with 
all kindness. The witness has no economic interest in this industry; 
so far as I can see, he has no private purpose to serve. He is testifying 
out of a sense of public duty, even though members of the committee 
may regard him as mistaken. He is engaged in trying to make a living 
in other occupations. You cannot expect each individual citizen to 
go through the elaborate process of dealing with commissions, testify- 
ing at previous hearings, and so on, as is possible for people who have 
a direct and concentrated economic stake in these matters. 

This points up one of the great difficulties which we face in all these 
affairs, namely, thet the public interest or the consuming interest tends 
to be diffused, and, being diffused, no individual person has a great 
interest in it and ordinarily cannot take the time or devote much energy 
to any particular matter. Whereas the producing interests have a 
very direct economic interest and can afford the appearances, the serv- 
ices of experts and of attorneys and of public relations men and so 
forth. Therefore, they have a tremendous advantage, as the chair- 
man well knows, in the battle for public approval. 

And while I know that the chairman is asking these questions in 
perfect good spirit and with no desire to place the witness in a dif- 
ficult position, nevertheless it is my own judgment that the fact that 
the witness has not appeared before the Commission prior to this 
date or before the Congress does not rule his testimony out or discredit 
it In any respect. 

If we were to impose this test on any representative of the general 
public, they would be ruled out of court completely, and the only evi- 
dence to which we could give credence would be the testimony of 
interested parties. 

The testimony of the witness may or nay not be sound, but I think 
it should be judged on its merits. 

[ say this very kindly tothe chairman. He and I are good friends. 
I am sure he takes it in the same spirit. 


ea ee 
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Senator Frear. I sure do, Senator. And the witness may want to 
now state whether he is posing as an expert witness or not on the 
ibject before us. Do you care to do that? 

Mr. Browne. I do not know what your definition of expert witness 


nator Frear. Are you an expert witness on the legislation that 
now before us on which you are testifying? Do you claim to be 
| expert witness on this subject ? ? 

Mr. Browne. I am sorry, sir. I do not know what your definition 
of an expert is. I feel that I am competent to make the statements 
[ have made, and I think they are pertinent. 

Senator Doveras. Let it be stated for the record that Mr. Browne 
has not personally manufactured any synthetic rubber. 

Senator Frear. Well, with great regard and respect for my col- 
league from Illinois, who I believe is a graduate in the field of eco- 
nomics, in many instances I agree with his theory of economics. I 
am not so fortunate as to have a degree in economics. Let me say 
ow, please, that—— 

Senator Doueias. May I say also, since my own competence has 
been called into this, that I regard myself as qualified in the rough 
ind tumble of politics too. 

Senator Frear. If time permitted, we could debate that one. 

Senator Dovueias. I was in some doubt about this before last Novem- 
ber, but I feel a little bit reassured now. 

Senator Frear. I believe we were in the same campaign last fall. 

May I say now to you, Mr. Browne, that the questions being asked 
ive not to cause any embarrassment whatsoever. We appreciate your 
taking the time and coming before the committee. However, the 
questions are asked for a background. There have been many ques- 
tions asked of the witnesses on the stand before on this subject, and 
they were laid as a background, properly prepared and properly asked. 

Mr. Browne. Yes 

Senator Frear. If there are any questions that I ask you that you 
think are not consistent with good ethics, as chairman of the subcom- 
mittee I would just respect fully say that that is not in order. 

Mr. Browne. Thank you, sir. May I ask the chairman why he 
dropped the question of oil, steel, tin, and so on, as he did, without 
pursuing the obvious next question ? 

Senator Frear. Mr. Browne, that was not among my list of ques- 
tions. I am not trying to evade that. Can you assure this subcom- 
mittee that any better prices can be received for the facilities in the 
event negotiations for this sale are reopened ? 

Mr. Browne. I cannot so assure the subcommittee at all, sir. I 
have no knowledge of what the intent of these bidders is. I feel I 
can assure you as a prediction of what I take to be a competent econ- 
omist, myself, that the Government can do better in the w ay of re- 
covering its money at fair prices to the consumers by continuing to 
operate “the plants. 

Senator Frear. Is not depreciation a factor operating against the 
possibility of obtaining any higher price for any facility with the 
vassage of time? 

Mr. BRowNE. By “depreciation” do you mean physical wear, sir, or 
are you thinking of obsolescence instead ? 

Senator Frear. Both depreciation and obsolescence. 
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Mr. Browne. I am informed by engineers who have seen the plants 
sir—I am not an engineer, and I have not seen the plants—but I an 
informed by people I consider to be competent that the plants hay 
been very well maintained and are in good shape and will last physi.j 
cally for many years with normal maintenance. é 

Senator Dovetas. Mr. Chairman, may I remark that that was th Oe 
testimony not only in 1953 but it will be remembered it was the testi. 9 
mony 2 days ago by representatives of the Commission. 

Senator Frear. Thank you. 

Mr. Browne. On obsolescence, sir, the possibilities I grant you § 
exist that the plants may be of less value in the future then they ar 
today. There have been public statements in the press—lI regret | 
did not hear Mr. Richardson yesterday because I was on the Hous 
side yesterday—there have been public statements in the past that 
Goodrich-Gulf I believe has ivanell what we might call an arti- 
ficial natural rubber, but the announcement went on to say that it js 
not made from the same materials as GR-S and that the cost is such 
that it will not be competitive. 

Now, if that is the position of the developer, I do not see how that 
could reasonably affect obsolescence of these plants. 

I refer again to the report on rubber research which I mentioned 
in my prepared statement, which said that we have about hit the bot- 
tom of the barrel of fundamental research and that the only likely 
source for much more of it is Federal financing. It might not be 
very smart of us, sir, to sell the plants, then pay for the research that 
might make them obsolete. The industry might at least do that for 
itself. 

Senator Frear. Regarding the sale price, Mr. Pettibone of the 
Commission and I believe also in his report stated this: “The Con- 
mission believes that the sales recommended return to the Govern- 
ment full fair value, and it cannot foresee any time or circumstance 
in the future when the plants will be worth more.” 

That testimony is directly opposite to yours. 

Mr. Browne. May I comment on that, sir? If we were in war in 
6 months and it affected southeast Asia, it is my conviction that the 
plants would be worth immeasurably more to the American economy 
than they are today. 

Senator Doveias. Mr. Chairman, may I ask a question? 

Senator Frear. If the need for synthetic rubber decreased, which 
is a possibility, would that enhance the resale value or increase it? 

Mr. Browne. I am sorry; I did not get that question, sir. 

Senator Frear. Suppose that the need for synthetic rubber in this 
country or in the wal decreased. Would that enhance the resale 
value or decrease it ? 

Mr. Browne. In that highly unlikely situation, sir, it would pre- 
sumably decrease it, but the very people who have been testifying 
before you or other representatives of those same companies have been 
announcing in the press and in professional meetings over the past 
several years that the requirements for synthetic rubber in the world 
will inevitably increase, that we may need additional capacity in the 
next 3 to 5 years. 

Senator Frear. I grant you that. 

Mr. Browne. I agree with the industry on that point, sir—that we 
will not find a diminution in the demand for synthetic rubber. 
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Senator Frear. I agree with you that it is highly unlikely. But in 
case such a thing should come to pass, that this may work both ways, 
the value of the plants may decrease or could decrease? It is not an 
assured fact that they will increase ? 

\ir. Browne. Natur ally if we could not get any oil the value of the 

lants would decrease too, but I think that is equally unlikely a 
proposition. 

Senator Frear. I agree to that. 

[s it not true that the Federal Government receives no income taxes 
from the operation of these in Government ownership / 

Mr. Browne. It is, and you recall my suggestion that the Federal 
Facilities Corporation or some successor to it be set up in a manner 
in which it would pay income taxes. 

Senator Frear. I do. In your field as an economist, would you 
favor Government ownership paying corporate taxes as industry 
does? The same rate of taxation ? 

Mr. Browne. Do you mean in such cases where I believe the Gov- 
ernment should operate industrial corporations? 

Senator Frear. Well, you may qualify your answer by that if you 
care to. 

Mr. Browne. Well, I am not sure I got your implication. 

Senator Frear. I was making an overall statement, I will follow it 
with a second one. 

Mr. Browne. I am not at this point recommending the Government 
operate all industry. If it did it would not need to have income taxes. 

Senator Frear. On any industry you might recommend the Gov- 
ernment operate would you also recommend ‘they pay corporate taxes 
the same as any other corporations do or at the rate of income tax 
the same as a corporation does ? 

Mr. Browne. In general in industrial enterprises I think it is 
quite likely, sir. If “the import of the question is what do I think 
about TVA, I will not make that answer in the case of TVA. 

Senator Frear. All right. Mr. Browne, in going over these ques- 
tions hastily, I think you have pretty well covered the answers, and 
it would probably be duplication if I continued to ask questions. That 
concludes the questions that I have to ask. Senator Douglas, do you 
have any further questions? 

Senator Doveras. Well, Mr. Chairman, I would just like to make 
this comment if I may. It seems to me that this rubber situation is 
somewhat unique, in that we are in a state of not so cold war with 
the Soviet Union and the forces associated with the Soviet Union, 
namely Communist China, which have unfortunately been making 
great headway in southeast Asia and getting into part of the supply 
of natural rubber in Indochina. And I am sure we have all studied 
the map of southeast Asia and see how difficult it can be to defend 
Malaya in spite of the very narrow peninsula. And we remember 
the speed with which the Japanese went down the peninsula in 1941 and 
1942, 

I suppose in the back part of all our minds is the fear that once 
again we will lose the natural rubber and we are anxious to have 
two things. We are anxious to have a plentiful supply of synthetic 
as a substitute, and we are anxious that that be available freely at a 
not excessive price. : 
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It is a very baffling situation. I think my doubts really con, § 
from whether we can depend on the Big Four in the future, in viey FF 
of the past record, to furnish this rubber in the event of a nation) @ 
emergency at not too excessive a price. That throws a very heayy 
responsibility upon us. 

| have been very reluctant to accept the proposal which Mr. Browne 
advances as I wish to avoid it if it is at all possible, but I think i @ 
is at least one possibility that should be kept in mind. And I mus & 
admit that I have lain awake some hours in these last days thinking § 
of the responsibility that might come if these things happened— 
(a) we turn back these plants without adequate safeguards, and they 
(b) if the military emergency were to break out, and (c) the Go 
ernment as consumer would be in the hole. 

I think it is this consideration which makes obsolete the discus. 
sion as to socialism and nonsocialism and so forth. Those terms 
are obsolete in view of the possible national emergency. They cer- 
tainly became obsolete from 1939 on, particularly became obsolete ; in 
1942, 

Everyone knows that Mr. Jesse Jones was a great individualist 
But yet circumstances forced him in the direction of creating these 
plants through the Government. And in the process, of course, 
a number were eventually located in Texas. I simply want to saj 
that these thoughts which I suppose are in the back of all our heads 
explain the development of these great productive facilities bette: 
than any paper theory. 

Senator Frear. Thank you, Senator. That completes—— 

Mr. Browne. May I make one qualification in my 

Senator Frear. Yes, surely. 

Mr. Browne. You inquired whether I favored income taxes on all 
productive activities engaged in by the Federal Government. I would 
amend that to say that on such solely Government activity as the 
operation of shipyards, military arsenals, and other similar defense 
items which are not to be sold in the commercial market at all I see 
no point in any income tax computations. I am prepared, however, 
to suggest that when the Government engages in an activity of pro- 
ducing and se lling a commercial product. it might very legitimately 
treat itself as if it were a commercial corporation and pay standard 
income taxes In such case. 

Senator Frear. Thank you, Mr. Browne, very much. As I said 
before, if you want to amplify your testimony in any way, you have 
the privilege of doing it, and it will be part of the record. 

Mr. Browne. I appreciate it, sir. I appreciate the opportunity 
of appearing before this subcommittee, sir. 

(The experience statement of Mr. Browne presented by Senator 
Douglas for the record follows :) 


E. WAYtes Browne, JR., BETHESDA, Mp. 


Age 45; married ; two children. 

Present activity: Economic research and preparation of thesis for degree of 
Ph. D. in economics from Harvard University. Special field, industrial organi- 
zation and commodity control. Thesis topic, A National Rubber Policy. 


UNITED STATES GOVERNMENT EXPERIENCE 
1934 to 1954, as economist, statistician, business specialist, commodity-industr) 


analyst, gas specialist; in grade P-1 ($1,800) to P-—7 ($8,880) ; GS—14 ($9,000) 
to GS-15 ($10,800) ; consultant and expert at $40 per day. 
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Bureau of Mines, United States Department of the Interior, Office of the 
ew PS chief Economist, 1952 to 1954, expert; analyzing capacity and capital require- 
nal Ma «ments studies of the petroleum and natural gas production, processing, and 


». I transportation industries, prepared by Rice Institute, of Houston, for the 
™ interindustry Relations Study; study of lead and zine industry. 
roleum Administration for Defense, Gas Planning Division, 1952, Special 
\ssistant to the Director; supervised editing and tabulation of sample survey 
of use of steel pipe and other critical materials by gas transmission and dis- 
tribution industry, for 1949, 1950, and 1951: expanded sample of some 200 returns 
over estimates for entire industry of 1,250 companies. 

‘resident’s Materials Policy Commission, 1951 to 1952; prepared Staff Report 
or e Natural Gas Industry, projecting supply and requirements 25 years 
ahead; supervised preparation of potential fuels and energy balance sheet 
for United States for 1975, including natural gas and natural gas liquids, 
domestic and imported crude oil and petroleum products, shale oil and synthetic 

quid fuels, coal, and hydroelectricity. 

National Security Resources Board and Defense Production Administration, 
1948 to 1951; statistics of industrial mobilization plans; capacity studies, aided 
in developing Census Annual Survey of Manufactures for 1949, and Interindustry 
Relations Study (input-output) by Bureau of Labor Statistics. 

Division of Defense Housing Coordination. National Housing Agency. Of- 
© fice of the Housing Expediter, 1941 to 1947; location and magnitude of industrial 
ist © expansion for war production; statistics of production of war housing, and post- 

> war disposition of public war housing; development of premium payments reg- 





, ulations and operating forms for plywood; hardwood flooring; standing timber; 
_ = structural clay products; nails; cast iron soil pipe; convectors; merchant pig 
say FS iron: administration of premium payments regulations on nails and merchant 
ids ig pig iron. 

ty : Bureau of the Census, United States Department of Commerce, 1939 to 1941; 


statistical research, index numbers of manufacturing production; fieldwork to 
improve coverage and accuracy of woolen and worsted industry statistics. 
Agricultural Adjustment Administration, United States Department of Agri- 
culture, 1934 to 1939; cotton production and marketing statistics; price analysis 
and supply and demand outlook for fresh, dried, and canned fruits, vegetables, 


4 


widen Sls 





and nuts. 
ld ; PRIVATE CONSULTING 
the & 5 Statistical consultant to director of research, Democratic National Commit- 
nse F) tee, 1952; compiled and prepared for publication statistics of economic and 
Sep 4 social conditions, registrations, and voting, in selected counties. 
my a PRIVATE INDUSTRY EXPERIENCE 
ro- 
aly fe \rkansas Natural Gas Corp., Shreveport, La., 1929 to 1930, budget clerk in 

d "> treasurer’s office and in oil production subsidiary. 
or a Hood Rubber Co., Watertown, Mass., 1933 to 1934, warehouse work and 
__ — = material salvage clerk in rubber shoe factory. 

id i 
ve MILITARY SERVICE 
; United States Army, Anti-aircraft Artillery, 1942 to 1946; second lieutenant 
ty to captain; United States, Australia, New Guinea, Luzon, Philippine Islands; 

40 milimeter automatic weapons battalion; supply liaison officer ; assistant G—4, 
a 14th Anti-aircraft Command; supply officer in Anti-aircraft Office, GHQ, Manila ; 

I major in Unitéd States Army Reserve. 
EDUCATION 
New Mexico Military Institute, 1925-27, junior college. 

: Stanford University, 1927-29, bachelor of arts in social sciences and economics. 
Ol Harvard University, Graduate School of Business Administration, 1930-32, 
nl master in business administration, 1932. 

Harvard University, Graduate School of Public Administration, 1947-49, 
master in public administration, 1948 ; master of arts in economics, 1949. 
ry PROFESSION AL SOCIETIES 
M)) Pra 


American Economic Association 
Econometric Society 


59961—55——15 
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(The following was later received for the record :) 


BETHESDA, Mb., March 12, 1955, 
Hon. J. ALLEN FREAR, Jr., 
Chairman, Subcommittee on Production and Stabilization, 
Committee on Banking and Currency, United States Senate. 


Dear Senaror Frear: Thank you for your invitation on Friday to amplify 


my statement opposing the present disposal program for the synthetic rubber 
plants. 

The 1954 annual report of Polymer Corp., Ltd., of Canada, cannot be sub- 
mitted for the hearing record. The treasurer of Polymer Corp. informed me 
today that the 1954 report will not be approved by the directors before the end 
of this month, and must then be reviewed by the Canadian Government before 
being released. When it becomes available, I shall submit a copy for the 
files of the subcommittee. 

Certain additional antitrust material may be of interest to the subcommittee 
I referred generally to the antitrust problem, but refrained from discussing 
it in detail for fear of burdening the record with duplication. Upon reviewing 
the list of cases presented by Assistant Attorney General Barnes, which was 
introduced into the record at the close of my appearance, I note that the 
Department of Justice had been asked to cover only rubber and petroleum cases 
A number of other participants among the bidders have been successfully 
charged with violations of the antitrust laws in other industries. 

Food Machinery & Chemical Corp., the successful bidder on the Houstor 
butadiene plant, accepted a consent decree in August 1954, in United States 
Food Machinery and Chemical Corporation et al. 

Participating companies in American Synthetic Rubber Corp. include several 
antitrust violators. American Cyanamid Co. was charged, in United States y. 
illicd Chemical & Dye Corporation, with price-fixing at exorbitant levels in 
dyestuffs. The case was filed in 1942, and completed in 1946, with pleas of 
nolo contendere. Cyanamid was fined $10,000 (2 counts), and 1 of its officers 
was fined $5,000. A subsidiary, American Cyanamid & Chemical Corp., was 
included as a defendant in at least one of a group of cases involving chemical 
companies, filed in 1942, and ended July 16, 1945, by pleas of nolo contendere 
This subsidiary was fined $7,500. American Cyanamid Co. was a defendant in 
United States vy. Standard Ultramarine and Color Co. et al., a civil action file 
June 29, 1954, and settled by a consent decree entered October 28, 1954. 

United States of America v. Climax Molybdenum Co., Green Cananea Copper 
Co., Anaconda Sales Co., Molybdenum Corp. of America, and Kennecott Sales 
Corp., a civil suit filed August 19, 1942, and settled by consent decree August 21, 
1942, involved 2 affiliates of an American Synthetic Rubber Corp. member. In 
1942, Anaconda Copper Mining Co. controlled Anaconda Sales Co. 100 percent; 
Greene Cananea Copper Co. 98.36 percent; and Anaconda Wire & Cable Co. (the 
American synthetic member), 68.61 percent, according to Moody’s Industrial 
Manual. 

Dewey & Almy Chemical Co. is controlled by W. R. Grace & Co. United 
States v. Pan American World Airways, Inc., et al. filed January 11, 1954, 
charges the named defendant, W. R. Grace & Co., and Pan American-Grace 
Airways, Inc. (better known as Panagra) with violation of the Sherman Act 
by combining to restrict competition in air transportation between the United 
States and Latin America. This case has not been settled, I believe. 

Dunlop Tire & Rubber Co. is the American subsidiary of Dunlop Rubber Co., 
Ltd., which was a defendant in United States vy. United States Rubber Co., et al 
which Judge Barnes noted in his supplementary report was settled in 1954, by 
consent decree. Dunlop Tire & Rubber Co., Ltd., is the Canadian subsidiary 
of Dunlop Rubber Co., Ltd.; it pleaded guilty in both of the Canadian cases 
(previously mentioned in the record) in which it was charged. 

United States v. General Cable Corporation, * * * and Phelps Dodge Copper 
Products Corporation, a civil case filed January 30, 1947, and settled August 25, 
1948, names two of the American Synthetic Rubber Corp. participants. 

United States v. Brake Lining Manufacturers Ass’n., Inc. also includes two 
American Synthetic members, Raybestos-Manhattan, Inc. and Thermoid Co. 
These companies, and others, pleaded nolo contendere on September 22, 1948, and 
were fined $5,000 each. 

As Mr. Thomas Robins, Jr., president of American Synthetic Rubber Corp. 
and of Hewitt-Robins, Inc., pointed out in his statement yesterday, his own 
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company has not been involved in antitrust or Federal Trade Commission cases 
in the past 20 years. His associates have obviously been somewhat less careful. 
With American Cyanamid Co. acting as exclusive selling agent for American 
synthetic, Ido not care to accept Mr. Robins’ offer. 
Respectfully, 
BE. WAYLES BRowNE, Jr. 

Senator Frear. Mr. MeCurdy, Shell Chemical Co., I believe is our 
next W itness. 

Before he starts his testimony, I would like to say that we apologize 
for taking wp more time than I suspect you may have agreed to when 
you shifted places with the previous witness. 

Mr. McCurpy. My only concern is to get over to the House. The 
House has a 1-day hearing. 

Senator Frear. I understand your position. 

Youalso have a statement I believe, Mr. McCurdy. 

Mr. McCurpy. I sent in a memorandum to the committee which is 
. statement. What I would like to do is to go along with this but 
implify it considerably in my own words. 

Senator Frear. You may proceed. 


STATEMENT OF RICHARD C. McCURDY, PRESIDENT, SHELL 
CHEMICAL CORP. 


Mr. McCurpy. My name is Richard C. McCurdy. I am an engi- 
neering graduate of Stanford University. I went to work for Shell 
Oil Co. in 1933. I am president of Shell Chemical Corp. Shell 
Chemical Corp. is a wholly owned subsidiary of Shell Oil Co. 

It is a medium-sized chemical company which has done a good deal 
of chemical pioneering. In this particular program Shell Chemical 
was a producer of butadiene before the Government came into it on 
a commercial scale. It contributed considerably to this program as 
did the other people that were in it. 

Shell Chemical was chosen to build one of the plants and it has 
operated it ever since. 

Now, the committee has heard a great deal about the problem that 
Mr. Pettibone called the “California Complex,” and that problem 
centers around one piece which is known as Plancor 611, the copolymer 
plant. 

I have no doubt that this has at times been confusing, but after 
Mr. Pettibone has testified and I hope after I get through I think I 
can make it very simple. 

Mr. Pettibone on Wednesday discussed the problems as regards the 
market for rubber from this plant, and he discussed the steps that 
were taken by the Disposal Commission to handle the bidding situa- 
tion that came up in regard to it. What I would like to do first is to 
tell now my point of view of the business situation of this same prob- 
lem and how it was handled from the business side from my stand- 
point. 

There were 3 companies that bid on Plancor 611, or at least 2 that 
named prices on Plancor 611, and 1, our company, that made a pack- 
age bid on the 3 plants. Shell, as you know, finally bid $30 million 
for these three plants. Standard Oil of California started out by 
naming a figure—and please note I do not say “bid”; they named a 
figure—of $3,500,000, which they later raised to $5 million. Minne- 
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sota Mining & Manufacturing, Midland Rubber, and Edwin Pauley 
made a bid of $2,500,000, which they later raised to $3 million. Also Hi 
I might sav, instead of a “bid,” a “figure.” 

Now, this is from the testimony of the Commission. It is my under.§ 
standing that these two figures were not actual offers to buy or to pay § 
money for these plants. They were suggested figures that would kf 
paid if certain things happened during the course of negotiations 3 
The Shell Chemical bid was a firm offer to pay originally $27 million § 
for the 3 plants. It said, and I remember it: “Our proposal to pur. 
chase Plancor 611, 929, and 963, is not made subject to any condition § 
or contingency.” And that is exactly what we meant. 

Now, it should strike you I think as something to be looked into 
as to why all three bidders on this plant had some kind of special 7 
treatment of it. Why was this? Well, it is my purpose to explain j) 
simple terms why that is. 

The great bulk of the demand for GR-S synthetic rubber in the 
western part of the country is in the hands of the four large rubbe 
companies that have plants out there. These companies are also pur. 
chasing plants under this disposal program. All the rest of the west. 7% 
ern GR-S demand, GR-S rubber demand combined, is equal to about 7 
one-sixth of the rubber-making capacity of Plancor 611—one-sixth, 

The operator of this plant must then do one of two things. He §% 
either must ship something like five-sixths of the rubber that he could F7 
make back East and pay the extra freight, or he must persuade th 
large rubber companies to buy rubber from him in the West instead 7 
of using rubber of their own manufacture, or he must do both of thes FF 
things. If he does not do these things he will have an unprofitable 
operation. 

Senator Dovaias. May I interrupt? 

Mr. McCourpy. Yes, sir. 

Senator Dovc.ias. Would you not face that same difficulty ? 

Mr. McCurpy. I am facing the difficulty. I believe that I am the 
only one that did face the difficulty. 

Senator Dove.as. But, of course, you have the advantage of trans. 
portation costs, namely, that since you are on the spot you can suppl} 
rubber without the transportation cost feature. 

Mr. McCurpy. Yes, sir. We have the advantage of transportation 
cost in the West, quite true. That is one of the things which will 
give us some help in trying to persuade the large rubber companies 
to buy some from us instead of shipping it out there. However, t 
complete the answer to your question, it is an entirely practicable 
matter to ship rubber the distance from Texas to California and it was 
done under the Government’s own disposal prograf for quite a time 
when this copolymer plant was shut down. 

Does that answer your question ? 

Senator Douc.as. It does for a moment. 

Mr. McCurpy. Thank you. Now, it is very probable that at the 
time when the fluctuating demand for rubber is in what I might call 
its high phase, the operator of this plant is going to be able to persuade 
people to buy from him who are also manufacturing copolymer i! 
the East. I consider it very probable. On the other hand, the main 
problem of the operator of this plant is how to get by in the lean 
years and how, in particular, to keep an experienced and reliable work: 
ing force together during those lean times. 
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Now, there seemed to have been two general philosophies of how 


io deal with this situation. There was the one that we adopted and 


there was the one that the two others adopted. They said, “We 
must make this operation manageable, and so we must have a guaran- 


| Steed outlet for rubber before we will undertake this operation.” And 


| respect that philosophy. It isa problem. That is why all three of 
s had to do something different than the rest of the people in this 
program. 

- We adopted a different philosophy. We felt that if this California 
rubber-making operation could be put on some basis where it could 


© stand on its own two feet in competition without having some arti- 


ficial umbrella held over its head to protect it from the risks and the 
uncertainties of the market, then the interest of this disposal pro- 


} cram would be best served. I fully believe that. 


Now, I want to make one comment at this point on the matter of 


3 bidding. All during the course of this testimony these amounts of 


"+ money that have been offered by Minnesota and by Standard of Cali- 
) fornia have been referred to as bids. They have been put down and 
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added up. They have been added and totals have been reached which 
were compared with our bid, and they have in general been compared, 
and it has been said, “How much did Shell’s package outbid the 
others?” Well, 1 would like to point out one thing which is extremely 
important in this kind of thing. If a man has a condition on his bid 
and if he says, “I will not pay $5 million or $3 million unless I get a 
guaranteed market,” and if during the course of that negotiation a 
guaranteed market did not show up, then he did not bid $5 million or 
$3 million. In fact, that figure could be expected to fluctuate upward 
or downward depending on the degree of assurance that the man might 
have acquired of his market outlet during the course of the negotia- 
tions. 

I maintain—and, Senator Douglas, you did some arithmetic here 
the other day on this, and you were surprised when one $17 million bid 
for two plants seemed to end up less than an $18 million bid for one 
ant 
Senator Dovenas. For three plants. 

Mr. McCurpy. Or three plants. But there was at one time an $18 
million bid for the styrene plant, and there was a $17 million bid for 
two plants. 

In any case, it is not important. The point I am trying to make is 
that it is not absurd that you should have two plants at a lesser plant 
than one plant if that second plant is a liability, and one of these 
plants ean be a liability if you have no market possibilities worth 
anything and if you have to maintain that plant under the national 
defense clause. 

Senator Capemart. Mr. Chairman? 

Senator Frear. Senator Capehart. 

Senator CapeHart. I am sorry I could not be here this morning. I 
have been in the stock exchange hearings. Have you given the reasons 
why you bid as a package and did not bid on the three plants? 

Mr. McCurpy. I am coming to that. I will do so. 

Senator Frear. Senator, Mr. McCurdy just came on a short while 
ago, and he is going through his testimony, but he has not come to that 
point yet. 
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Mr. McCurpy. What I am doing, Senator Capehart, is explaining 
why it is that everybody who bid on these plants did something special, 7 


Senator Carenart. Including yourselves? 


. * . . E 
Mr. McCurpy. Including ourselves. By that I mean something dif. 


ferent from what the normal bidder did in the program. 


Senator Carenart. Yours was different because you bid on them 
£ 


as a package / 

Mr. McCurpy. Ours was different because we bid on this package, 
if you wish to call it that. Other people were different because, 
although they named figures, they did say, “We will not pay those fig- 
ures unless we get some guaranty of markets in the course of this 
negotiation.” And that guaranty of market apparently never showed 
up. 

Senator Frear. Assuming that one of these bidders other than Shell 
Chemical Co. at the end of the negotiations said, “I will pay $4 mil- 
lion or $5 million in the case of any one of the three units,” and signed 
the agreement and the contract to purchase, there would be no guaranty 
on the part of the Government for an outlet for that particular plant 
then, would there? I mean 

Mr. McCurpy. I lost you a little bit. 

Senator Frear. You referred to an umbrella over the head of some 
of the bidders or prospective bidders, those with whom negotiations 
were carried on with the Commission. 

Mr. McCurpy. Yes. 

Senator Frear. When the time came to sign the purchase agreement 
the Government after that point guarantees nothing to the purchaser, 
Is that right? 

Mr. McCurpy. The Government guarantees nothing in this whole 
thing. 

Senator Frear. In other words, no outlet for the product of that 
particular plant. During negotiations the people who were bidding, 
whether they were the high bidder or not, had the privilege of going 
out and attempting to secure a market for that plant, but when the 
time came to sign the purchase agreement there was no guaranty on the 
part of the Government after that? 

Mr. McCurpy. No. There was no guaranty before or after that. 

Senator Frear. Well, that is right, but they did have the privilege of 
securing an outlet up to that point? 

Mr. McCurvy. Yes, sure, but after they signed they are on the 
hook. We are all on the hook now. Whatever we do now is on our 
own. 

One of these people asked that the Commission go and force other 
yveople to sign purchase agreements or otherwise commit themselves to 
suy rubber, and the other one said, “No, we do not want the Commis- 

sion to do that, but we want to go and find our own market, but we 
will not sign unless we do find our markets.” 

Senator Frear. But when they agreed to sign, that is the end of the 
Government guaranty ¢ 

Mr. McCurpy. There never was a Government guaranty. 

Senator Frear. There never was a Government guaranty ? 

Mr. McCurpy. No. 

Senator Frear. But there was this privilege of securing a market 
during the time of negotiations. 
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Mr. McCurpy. Yes. As soon as somebody signed, that plant was 
sioned for, and at the expiration of this period he has it, and he is on 
the hook in the meantime. va 

[ just wanted to make the point that there were these possibilities 
of looking at those figures and asking yourself really what are they? 
We have called them bids here, but what are they? They are figures 
that somebody would pay if something happened. 

Senator Frear. But that is only up to the time they sign the con- 
tract. 

Mr. McCurpy. Yes, indeed, but that is the only period that it 
went on. 

Senator Frear. That is the only period in which you are interested 
in negotiations also. 

Mr. McCurpy. It was all over then. 

Well, there were, then, two general routes of dealing with this 
problem. One was to try to get a market sewed up before you signed. 
The other was to accept that risk and meet the problem in some other 
manner. That is the route that we chose. 

Senator Capenart. You say that is the route “we” chose. Whom 
do you mean? Chemical? 

Mr. McCurpy. Shell Chemical. 

Senator CareHarr. I am just interested in one thing here. You 
say that this whole thing was irregular, that these other people did 
not make firm commitments, et cetera, et cetera. Now, I am inter- 
ested in knowing why you did not follow the same rules and regula- 
tions as all other bidders and why you did not follow what apparently 
was the law. 

Mr. McCurpy. We did follow the same rules and regulations as 
other bidders. We did follow the law. What I am explaining is 
why we did different things and why the other people bidding on this 
plant did different things within that framework. 

Senator Capermarr. You go ahead and do it. I will certainly sit 
here and listen. But I am not interested in why people entered into 
irregularities. What I want to know is this: You bought the prop- 
erty. You bought it as a package for $30 million. 

Mr. McCurpy. Yes. 

Senator Carenart. Why did you not do like every other bidder? 
Why did you not break it down and say, “I am going to pay so much 
for 1, so much for 2, so much for 3” ? 

Mr. McCurpy. That is what I am getting to. 

Senator Caprnarr. Because that was the law. That was the inten- 
tion of the act—that they be sold as individual plants if they were 
individual plants. 

Mr. McCurpy. That is what I am getting to. 

Senator Capguartr. Why was it not very simple and very easy for 
you to have complied with the law and the rules and regulations and 
said, “We will give you $7 million for this one, we will give you $10 
million for this one, and we will give you $13 million for this one”? 

Mr. McCurpy. May I come to it? 

Senator Capenart. Yes. 

Mr. McCurpy. O. K. 

Senator Carrnart. But it would save time I think, if you would 
get down to it, because I am not interested in the irregularities that 
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took place on the part of other people. Maybe other Senators are, 
but I am not. 

Mr. McCurpy. All right. In any event, all 3 of us faced the problem 
of how to operate this facility, and all 3 of us felt that it had to have 
some 

Senator Carrnart. Who is “all three” # 

Mr. McCurpy. Three of us bidders on Plancor 611—Shell Chemical, 
Standard of California, and Minnesota Mining. 

Senator Caprnarr. The three of you were bidding on it? 

Mr. McCurpy. Yes. 

Senator Carrnarr. And the three of you were operating it prior 
to the bids and are still operating it ¢ 

Mr. McCurpy. I am talking about Plancor 611, the copolymer plant, 
which is the one that is at the heart of this problem. 

Senator Caprnart. I see. 

Mr. McCurpy. The other two are not-—— 

Senator Frear. I believe, Mr. McCurdy, there were four bidders in 
addition to yourself on Plancor 611, were there not? 

Mr. McCurpy. Yes, but there were three that finally ended up with 
a real shot at it, sir. 

Senator Frear. Three in addition to Shell ? 

Mr. McCurpy. Shell, Standard of California, and Minnesota. The 
rest of them fell by the wayside. 

Senator Frear. Weare clear now. 

Mr. McCurpy. We think that a commonsense solution to an irregu- 
lar operation of this type is found in the principle of combining it 
with an operation which either is more stable or Saadan in another 
manner. 

Senator Caremart. Excuse me. I do not want to seem critical, but 
you say an “irregular operation.” 

Mr. McCurpy. I see now what our problem is. The “irregular 
operation” means the market is irregular. It will go up and down. 
I am not talking about irregularities. I am talking about first you 
produce a lot and then you shut down. 

I think before you came in I established that this plant produces 
or can produce six times as much rubber as the little fellows consume 
out there. 

Senator Capenart. On the Pacific coast ? 

Mr. McCurpy. Yes. And the fellow who runs that plant, of course, 
takes care of that, and then he has got to either sell to the four big 
rubber companies who have their own manufacturing plants under 
this program or he has got to ship five-sixths of the production back 
East and pay the extra freight. And I established he could probably 
succeed in doing that when the rubber business was good, and he may 
have a very —— 

Senator Carpnart. I think you are a hundred percent right, but I 
still do not see what bearing that had upon your inability to say, “I 
will pay X amount for this one, X amount for this one, and X amount 
for this one.” 

Mr. McCurpy. I am coming to it. The basic answer to it is that 
I think it is improper for anybody to buy one of these single plants, 
because I think somebody ought to run all three in the interests of 
the program. 
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Senator Dovenas. Mr. McCurdy, the issue is not whether you are 

ding on each plant separately but whether you would state a 
valuation. 

Mr. McCurpy. Iam coming to the problem if Icould. The styrene 
nt is a more stable ope ration than the copolymer plant. First, 
rene is not dependent entirely on synthetic rubber. It has other 
Ses. ae the styrene plant makes several times as much 
vrene as is consumed in this copolymer plant, so the fortunes of the 
ene plant are not determined entirely by the fortunes of the copoly- 

a lant. Therefore, those two make a logical combination to sup- 
port a more stable working force than the copolymer pl ant will by 
itself. [ am talking about operating problems I admit, but neverthe- 
ess they are so real that is what caused this situation. 

We expect chemical uses for butadiene to come up in the future. 
That will make it less dependent upon copolymer than it is now. 

In other words, it is hkely that the three different operations run 
together will in the long run offer the operator a reasonable chance 
to take the various fluctuations in stride and to compete on equal 
te a with other more fortunately situated plants. 

Believing this to be the solution to the problem in California, Shell 
Chemical submits in its opinion somebody should take the plunge and 
buy all three units in the best interests of the objectives of the disposal 
law. Feeling this way, it could not associate itself with the purchase 
of a part of this complex. 

Shell Chemical’s proposal was in accord with this policy. It bid 
initially $27 million for the package, planning to take its chances 
that it could sell rubber and asking no guaranteed offtake as a con- 
dition of sale. Neither did it have—and I want to stress this— 
neither did it have before signing a firm contract to buy any private 
commitments or understandings ‘for the sale of rubber. What I am 
saying is we really did take the risk. 

Now, I would like to touch for just a second on the arrangements 
that we are making to sell rubber. 

Senator CareHart. Well, I want to get back to the other, because 
that is the big problem here. 

Mr. McCurpy. I am coming to the other. 

Senator Cargnarr. This particular sale has been attacked. I pre- 
sume we are going to hear a lot about it before we are through, on the 
floor of the Senate. 

Mr. McCurpy. It would only take 2 minutes to tell you what we 
are doing to sell rubber. l 

Senator Capenart. I do not care anything about what you are 
doing to sell rubber. 

Mr. McCurpy. All right. 

Senator Capenart. I want to know why did you not say, “I will give 
you X amount for one plant, X amount for another, and X amount 
for the other, and I will not buy any of them unless you will sell me 
all three of them, but if you will sell me all three of them I will give 
you this amount for this one, this amount for this one, and this amount 
for this one.’ 

Mr. McCurpy. I will give you that. 

Senator Capenarr. Why did you not do it? 

Mr. McCurpy. The reason we did not 
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Senator Carruarr. That would have been complying with the 
law. 

Mr. McCurpy. That is right. There are two reasons that we did 
not do that, and they agree with one another. First, our bid is in 
line with the law, and our counsel assured us that the bid was al) 
right legally. 

Senator Frear. Would you care to name your counsel for the ree. 
ord ¢ 

Mr. McCurpy. How is that? 

Senator Frear. Would you care to name your counsel for the record! 
You just mentioned your counsel. Do you want to name him for 
the record ¢ 

Mr. McCurpy. Mr. William Kenny is our chief legal counsel. 

Senator Frear. Mr. William Kenny gave you this counsel? 

Mr. McCurpy. Yes—his department. 

Senator Capenarr. It would not have cost you a penny more to have 
stated some price on each of the three. 

Mr. McCurpy. No, but I am going to show you why it would have 
been against my conscience if I could. 

Senator Caprrenart. Is it always against your conscience to comply 
with the law / 

Mr. McCurpy. We did comply with the law. 

Now, I know you want to know why. Any number of people have 
asked me in the last 3 days, “Why in the name of everything didn’t 
you just put three figures on this thing and stop all this business?” 
Well, the reason that we did not do that was because those figures 
would have been empty and misleading. Those figures, had I done 
ii, would have had to have been set arbitrarily. We did not calculate 
figures for these three plants and then add them up. We figured the 
whole thing out as one piece. 

Senator Capenart. But the rules and regulations and the law said 
that you must bid on each individual plant. 

Mr. McCurpy. Well, Senator Capehart, our legal counsel do not 
believe that. Those for the Commission do not believe that. And 
those for the Comptroller General do not believe that. 

Senator CaprHarr. I was the author of the bill and I believe it. 
i so gave my word on the floor of the United States Senate. Now, I 
do not mind telling you right now that was my understanding then 
and it is my understanding now. 

Mr. McCurpy. But you said, did you not, Senator Capehart, that 
they were going to be sold plant by plant? 

Senator Carenart. Yes. 

Mr. McCurpy. Well, this is one plant. 

Senator Carenart. Now, that is the question. If you prove that to 
1ie—— 

Senator Doveias. Mr. McCurdy—— 

Senator Capenart. If you can prove that to me—— 

Senator Doucias. Mr. Pettibone testified here that there was no 
question but what they were different plants. You heard Mr. Petti- 
bone testify to that effect—that they were separate plants. The record 
will show they are separate. 

Mr. McCurpy. I really do not believe we should have an argu- 
ment about semantics here, because it is much too important a subject. 
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Qne person can say this is a plant, and another person can say that 
® isa plant, and what meaning does it really have? Now, in my book, 
J and [ am an operator 

4 Senator Capenart. That is the only way you are going to get me 









off the hook, because I can see I am going to be used in debate on 
x the floor of the Senate and all over the lot. They are going to quote 
™ me that, “Here it says they are going to be sold pl int by plant.’ 

Mr. McCurpy. In my book 

Senator Carenart. If all 3 of these are 1 plant, then I am going 
to be relieved. 
= Mr. McCurpy. Let me tell you this: I am an operator of plants, 
} ind I ought to know what a plant is. 

") Senator Frear. By the way, are you an expert witness? 

') Mr. McCurpy. I am an expert witness in the operating of plants 
© and facilities for production purposes and in the oil business. 
— Senator Cargrnarr. That is right. I agree with that. 

Mr. McCurpy. I have been doing it all my life. 

Senator CapgeHart. I agree w ith that. 

Mr. McCurpy. Now, in my opinion—if you want to take it as ex- 
pert, fine—this thing is one facility, because it does not make economic 
sense in different pieces. Now, to me a plant is something that makes 
sense When it is like it is and does not make sense when it is dis- 
membered. 

Senator Doveias. Mr. McCurdy, may I interrupt? 

Mr. McCurpy. Yes, sir. 

Senator Dovetas. Have they not been operated separately up to 
dlate ¢ 

Mr McCurpy. They have been operated by different people. 

Senator Dovenas. Well, that is just the point. 

Mr. McCurpy. I do not believe that is the point, Senator Douglas. 
It is a question of what the thing is doing. I will tell you another 
thing. 

Senator Dovueias. They have been separate plants up to date, but 
you say organically they are one and by the fact of your ownership 
they will be one? 

Mr. McCurpy. Yes. 

Senator Doueias. But they are listed as separate. 

Mr. McCurpy. The fact you have 2 families living in a house does 
not make it 2 houses. 

Senator Doveias. It makes it a duplex, though. 

Mr. McCurpy. O. K.; its a duplex 

a me point out another thing. The other day Mr. Connolly of 

e Minnesota Mining & Manufacturing Co., whose subsidiary oper- 

tes this plant, stated that these plants were entirely separate, that 
th ey had separate powerplants and that they were entirely separate. 
That is more or less his wording as I recall it. Well, they do not 
have any powerplants as far as electric power is concerned. They all 
© three buy. But they do have one big, oversized steamplant in Plancor 
929, and they do not have any steamplant at all in Plancor 611, and 
they take steam from Plancor 929 to run Plancor 611. As a matter 
of fact, Minnesota’s plant would not run any time at all if Plancor 
929 was not supplying the steam. To me that is a little bit of inte- 
gration. 
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Senator Caremarr. Now, say that again. You say steam. Is this 
steam used for heating purposes or used for production purposes? 

Mr. McCurpy. It is used for heating purposes and, as far as | 
know, to make the machinery run, too. Mind you, I do not operate 
the Minnesota plant. I do not know. 

Senator Carenarr. That is used both for heating and production 
purposes ? 

Mr. McCurpy. I believe so. It will say in the brochures that were 
filed. 

Senator Caremartr. You say in one of these three plants there is 
this steamplant ? 

Mr. McCurpy. There is, sir. 

Senator CarrHart. That steam plant 

Mr. McCurpy. Plancor 929, the styrene unit, has an oversized 
steam plant, and that furnishes all the steam to Plancor 611. 

Senator Capemart. But not to the third one? 

Mr. McCurpy. It does not furnish it to the third one. The third 
one has a bunch of boilers that were taken out of old destroyers and 
put in there, and it still has those boilers. 

Senator Frear. Do they use them? Are they necessary for the 
operation ? 

Mr. McCurpy. Yes, they are necessary for the operation of the 
plant. I do not say the steam for all 3 plants comes from 1 place but 
the steam for 2 of them does. 

Senator Frear. Could Plancor 611 operate without the steam from 
Plancor 929 ? 

Mr. McCurpy. No, sir. It could build its own steam plant. 

Senator Frear. Yes, but 

Senator Capenart. It could not operate without a steam plant 
either of its own or getting steam from this other one? 

Mr. McCurpy. That is right. 

Senator CaprHart. What other characteristics 

Mr. McCourpy. I believe that to be true. I am not the operator of 
the plant. 

Senator Carprnart. What other characteristics make all 3 of these 
1 facility ? 

Mr. McCurpy. Economic good sense, Senator Capehart. I think 
that is what makes anything a facility. 

Senator Carenart. In a physical way. Let’s forget economics. In 
a physical way what makes the three—— 

Mr. McCurpy. A common waste disposal system. All effluent 
sewers run into one pond in which it is treated jointly. 

Senator Caprmart. What else makes them one facility? 

Mr. McCorpy. I think that is—— 

Senator Capruart. Physically. 

Mr. McCurpy. That is about all. 

Senator Carrnmart. They do have pipes, do they, running between! 

Mr. McCurpy. Oh, yes; they have pipes running back and forth. 

Senator Carenart. What is the purpose of these pipes? 

Mr. McCurpy. Well, they carry stuff back and forth. I do not 
know what it is. I do not know enough about the operation to tell 
you what those do. 

Senator Carenarr. You mean they carry styrene maybe from the 
styrene plant to the copolymer ? 
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Mr. McCurpy. They may carry styrene, and I feel fairly sure they 
do, and butadiene. 

Senator CapEHART. I would like to have more facts concerning 
the fact that these 3 plants are, physically speaking, 1 plant or 1 
facility and related in that respect. 

Mr. McCurpy. Sure. Well, would it be proper for me to go on 
and say why I bid the way I did? 

Senator Carenart. Yes, go ahead; surely. 

Senator Dovetas. We have been waiting for that for a long time. 

Mr. McCurpy. Well, as I told you a moment ago, we did not cal- 
culate, in the first place, this value as three separate places and then 
idd them up. If we chose an arbitrary division of some kind and set 
three values on it—and we considered that 

Senator Carenart. You say you did consider that? 

Mr. McCurpy. We considered it, sure. I mean, our people bring 
up all kinds of solutions to a problem like this. This is a complicated 
law—and we can come to that a little later. It is not easy to assemble 
something that meets all the objectives of this law, believe me. If we 
put those figures down, they would have been empty of any meaning in 
this situation, and utterly misleading, and perhaps harmful to any- 
body who wanted to use them. 

Senator Doveias. Would I be interfering with the flow of your 
thought by asking a question ? 

Mr. McCurpy. No. 

Senator Dougias. It was not necessary, was it, that the sum total 
of individual values which you attached to the plants must necessarily 
be equal to the $27 million ¢ ‘ 

Mr. McCurpy. No. 

Senator Doveias. Because the three plants together may be worth 
more than each of the plants taken separately, due to the advantages 
of production integration. 

Mr. McCurpy. Yes. 

Senator Doueias. And, as I see it, the law did not compel you to 
have the sum of the bids equal. 

Mr. McCurpy. No. 

Senator Dovetas. The question is: Why were you not willing to 
put a figure for the plants individually, even though you were not 
bidding for the plants individually but insisting on taking them as 
aparcel? That 1s the question we are mystified about. 

Mr. McCurpy. I am into that now, and, as I say, those figures would 
have been devoid of any significance. 

Senator Doue.as. But they would have conformed to the law. 

Mr. McCurpy. Very well, but there was a danger in there. They 
would have conformed to the law in some opinions; in our opinion we 
conformed to the law without those figures. Those figures would have 
been empty of any significance. All right, if nobody did anything 
with them, no harm would have been done, but we did not know at the 
time we bid what the Commission was going todo. We did not know 
how they were going to set about getting full, fair value and meeting 
all the rest of the objectives of the law. 

We did not know, in short, what they were going to do with those 
figures. They might put one of those figures up against somebody’s 
and say, “Well, you have got to better that figure,” and the poor fellow 
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would have to better it. And what is he bidding against? An empty 
whim of mine. ' 

Or they might take one of those figures and they might use it to ba 
guide their own thinking in carrying out their job of establishing full, | 
fair value. That would have misled the Commission. 

And what position would we have been in if we had supplied three 
artificial figures in that situation and if the Commission had done 
something with them ? 

Senator CarrHart. Why did you not put a price on each and 
say—— 

Mr. McCurpy. That didn’t mean anything? 

Senator CAPEHART (contain To the Commission, “We with- 
draw all 3 unless you sell us all 3.” That would have been comply- 
ing with the law. 

Mr. McCurpy. Well, it does exactly what our proposal did, except 
it took out a piece of what I think to be dangerously misleading in- 
formation—or, not even information, just a possibly misleading fig- 
ure. It dide verything that the other one would have done. 

Senator Carprnart. Where is that chart showing Standard Oil of 
New Jersey, I think it was? They bought three properties; they 
broke them down. 

Mr. McCurpy. Sure, they broke them down. But, Senator Cape- 
hart, let me remind you that sure, the Standard of California broke 
them down, but under their proposal they could have been made oper- 
ating units because they had that condition in there that they had to 
have an assured market before they would buy them. Now, if they 
found that assured market, they could buy the individual units. 

Senator Capenarr. Over the vears it has been common practice, | 
happen to know, that in bidding on Government work when you bid 
you break it down, you break it down, you break it down, and you 
put your prices in there and you put in a footnote and say, “We with- 
draw our bid on items 7, 8, and 9 unless we get. items 12, 14, and 15,” 
because items 12, 14, and 15 are the main product, and the other items 
are for repair parts, replacement parts, and, of course, you do not want 
to make tools, dies, and jigs just to make the replacement parts. Un- 
less you get the full order, certainly you do not want the replacement 
parts. 

Mr. McCurpy. Yes. 

Senator Capenartr. And you simply so state in your bid. 

Mr. McCurpy. I realize there are all kinds of practices of bidding 

Senator Capenarr. That does not hurt anybody’s conscience. 

Mr. McCurpy. No, but in my opinion—and I am sure we will all 
agree—denationalizing the industry is a lot more intricate problem 
than selling something off. The intricacies of this problem in one 
of its most difficult cases caused us to come to this solution. I would 
really have been in a spot if my conscience had told me that I could 
not put those figures down and our lawyers had told me that I had 
to. Then I really would have been in a pickle. I would have had to 
choose between my conscience and my desire to bid, and that would not 
be fun. 

Senator Carenart. This conscience of yours is not quite clear to me. 
You were willing to pay $30 million for the 3 plants, but you had a 
conscience against saying, “Well, the physical value of this 1 is $17 
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iillion; the physical value of this 1 is $13 million; the physical value 
of this 1 is $10 million; but I withdraw my bids for all : 3 unless you 
sell me all 3.” 

Mr. McCurpy. It would have been obvious to the recipient of that 
tatement that those figures did not mean anything, but people do 
ot always do the right thing with the obvious things. 

Senator Capgenartr. Are these 3 facilities out there, 3 plants, dif- 
erent than all the other facilities in this rubber program? Is there 
ny other situation in the United States where you had 3 plants 

alongside of each other, 1 a styrene plant, 1 a copolymer plant, and 1 
» butadiene plant? 

Mr. McCurpy. There is no situation in this program that is even 
remotely like this situation. 

Senator CareHart. You are certain now / 

Mr. McCurpy. There is only one styrene plant, and there is no mar- 
ket problem like this one. 

Senator CAPEHART. You mean only one styrene plant ? 

Mr. McCurpy. There is only one styrene plant in the whole disposal 
program. 

Senator CareHart. I know, but there were a lot of styrene plants 
prior to that. 
~ Mr. McCurpy. Prior to that, yes. 

Senator CaprHart. Is there any situation where you have a co- 
polymer plant here, adjacent to a styrene plant here, and over here 
a butadiene plant? 

Mr. McCurpy. You mean under this program or anywhere ? 

Senator pew at Anywhere. 

Mr. McCurpy. I do not know where the styrene plants that were 
sold in the previous program are. Perhaps somebody does. I just 
do not know where they are. I was not in this business at the time 
they were sold. 

Senator CaprHart. I think it is important, from my standpoint, 

know the answer to that last question. Does anybody in the 
audience know ? 

Mr. Spencer. There is no other unit of plants in which there are 
three plants involved integrated in any way at all in this sense. 

Senator Frear. First, to identify you for the record, you are Mr. 
Spencer of Goodyear, are you not ? 

Mr. Spencer. Yes. 

Senator CaprHart. This is the only one of its kind in the whole 
United States? 

Mr. Spencer. Yes, sir. 

Senator Dovenas. I wonder if I might ask this gentleman where the 
other styrene plants are which the “Government originally owned, 

which they disposed of. 

Mr. Spencer. One of those plants was located at Institute, W. Va., 
adjacent to the alcohol butadiene plant which is now in standby. The 
others are in Texas, well away from Houston or Baytown or Port 
Neches. There are no other styrene plants within miles of the co- 
polymer or butadiene facilities. 

Senator Doveias. Thank you very much. 

Mr. Spencer. My authority, sir, is that I was in charge of this 
program some 18 months ago. 
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Senator Douguas. The witness qualifies. 

Mr. McCurpy. Senator Capehart, the answer is there is nothing 
like this situation. 

Senator CapreHart, That is the information we want. There is no 
other part of the United States where there are three plants adjacent 
to each other, a styrene plant, a copolymer plant, and a butadiene 
plant ? 

Mr. McCurpy. No, it has been testified that there is not. 

Senator Carenart. There is not. 

Mr. McCurpy. Could I get on to small business now ? 

Senator Frear. Proceed. 

Mr. McCurpy. Thank you. 

Well, as I mentioned before, the capacity of this plant is about 
six times the demand for what I can call small business out in the west- 
ern part of the country. Naturally, we are going to take care of these 
people. They are the only reliable customers that we have—oh, 
excuse me. [Laughter.] That was bad. 

We sent out a sales force to locate and contact consumers of syn- 
thetic rubber in the Western States. By January 1955 we had a 
list of about 195 rubber fabricators in the area. We are trying to 
locate any others that may exist. 

On January 27 we wrote all these people, advising them that our 
prices for ae would be the same, f. 0. b. plant, as the Government's 
f. o. b. plant prices now are, and soliciting their business. 

Senator Frear. At 23 cents? 

Mr. McCurpy. At 23 cents. And, as a matter of fact, the customers 
who are near our plant will get it at lower than the Government price 
because the present Government price is 23 cents plus 1.1 cent a pound 
freight, which is applied uniformly all across the country. In other 
words, if you are right by the front door of the plant, you pay 24.1, 
just as if you were a thousand miles away. Now, we are going to 
have price of 23 cents f. o. b. plant, the same as the Government, but 
we are going to have them pay actual freight, so the people in the 
area of this plant will get it cheaper than the Government has been 
selling it to them. 

Our sales force is currently contacting these people to conclude 
sales arrangements. We believe that of the 190 mentioned, many 
are not basic processors, and that there are about 100 actual consumers 
of GR-S in the West. Of this 100, we have concluded sales agree- 
ments with 44, we are currently negotiating with 10, while 15 prefer 
to buy on a spot basis. The remainder will be contacted shortly. 

That is about the end of what I had to say. 

Senator Frear. Senator Douglas. 

Senator Doveias. Mr. McCurdy, I think you would be a marvelous 
salesman, even though you may be a good production man. You are 
very disarming. 

In checking over these documents, I found in the supplement of 
the Commission’s report a description of your company and the pur- 
chase which you are making. On page 158 I found this statement: 

Shell Oil Co. has contracts with the Firestone Tire & Rubber Co. and with the 
Goodyear Tire & Rubber Co., Inc., which provide for the payment of a commis- 
sion to Shell Oil Co. as compensation for Shell’s assistance in promoting the 
sale of their products to Shell dealers, commission distributors, and jobbers 
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Now, I got to thinking that over overnight, and it raised some 

estions in my mind. First, does this not indicate that this—— 
’ Mr. McCurpy. You want to know 

Senator Dovetas. May I just finish the question? Without any 

iestion of moral judgment at all on this thing, does that not mean 
‘hat economically you are tied pretty well in with Firestone and 
Goodyear and they depend on your gas and oil stations to sell their 

and you depend on them to buy your copolymer. 

‘Does that not mean in effect that you are pretty well assured of a 
market because they need your distributors— 

Mr. McCurpy. Is that the end of the question ? 

Senator Dovenas. And is that not an advantage which you have or 
had over the other people who lacked retail outlets that Firestone 

and Goodyear needed for their tires ? 

That is the question. 

Mr. McCurpy. Well, I can answer that. Shell Oil Co.—and I think 
I am quite correct—operates four service stations in the United States 
itself. The rest of them, all the Shell stations that you see, are oper- 
ated by people who display the Shell sign and who are independent 
businessmen. 

Senator Dovetas. All right, but I—— 

Mr. McCurpy. Well, wait a minute. 

Senator Dovueias. Excuse me. 

Mr. McCurpy. Our salesmen go around to them and they do indeed 
try to persuade these people to buy tires and batteries and accessories 
from Firestone and Goodyear. That is their job; that is what they 
get paid a commission for. Sometimes these fellows buy and some- 
times they do not, and our spot checks, Senator Douglas, and, in- 
cidentally, I believe that this thing is before the Federal Trade Com- 
mission, all the facts, so I do not. think I am telling anything new, 
but I believe that our spot checks in various places ‘show that there 
are a very substantial number of them who do not pay any attention 
to the salesmen and buy whosever’s tires they want. 

Senator Doveras. Well, I know that oil companies generally main- 
tain the fiction that the distributors are independent businessmen and 
so forth, but, as a matter of fact, are they not pretty closely tied, 
and is not your advice very persuasive, even if not completely con- 
trolling? 

Mr. Mc Curvy. Well, I am told that is no fiction, Senator Douglas. 
I am not in the part of the business that does that. 

Senator Dove.as. I raise this simply for two points. First, it would 
seem to indicate that one reason you are able to make a good offer is 
because you had assurances, probable assurances, of sales out there 
that the other companies did not have. 

Mr. McCurpy. Well, I can tell you this: We did not have any 
assurances of buying rubber from those people, and the only thing 

that we had was just that we knew them. We went around to them 
and we asked them, “What about this thing?” and they said, “Gee, 
we are completely in the dark. We don’t know.” And fin: ally it got 
to be bidding day, and we bid; and then it got to be signing- up day, 
and we signed up. 

Senator Doveras. The next question is whether you are so intimately 


interlocked with Firestone and Goodyear, which would be free to sell 
59961—55——16 
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to small business after this trial period, after you get by the hurdle 
of getting the general plant approved by the Congress, or, rather, not 
rejected by the Congress, and you are out on your own with the mini- 
mum of supervision; may you not be so competitive with Firestone 
and Goodyear that they say to you, “We do not want your product”? 

Mr. McCurpy. You mean they come around and say, “We are going 
to take our Los Angeles business away from you unless you do this, 
that, and the other”? 

Senator Dovetas. That is possible. 

Mr. McCurpy. Senator Douglas, we don’t scare very easily, and | 
lo not think we would be scared about that. 

Senator Carrnarr. What was that last question that they do not 
scare easily on? 

Senator Doveias. The question was whether in view of the fact 
that there is this agreement between Shell, Firestone, and Goodyear 
that Shell will induce their distributors to sell Firestore and Goodyear 
tires and other rubber products; this would also not give Firestone 
and Goodyear a weapon over Shell in the future to shut off their sales 
to competitors of Firestone and Goodyear. 

Mr. McCurpy. Well, Senator Douglas, the only thing that I can 
say is that we have not paid $30 million for something just to sit 
around and be shut off when somebody comes and tells us we ought 
to. That would be stupid and we are not stupid. We can find ow 
own markets. 

Senator Carenarr. I have a couple of questions on this. 

Senator Frear. Has Senator Douglas finished ? 

Senator Doveras. Yes. 

Senator Frear. Senator Capehart. 

Senator Carenarr. Did you say Shell only owns four gas stations! 

Mr. McCurpy. I believe that is correct. Shell owns and operates 
with its own people, in any event, only four service stations in the 
United States. 

Senator Carrnarr. But you do sell or lease to private owners; sev- 
eral thousand ? 

Mr. McCurpy. Yes; there are a lot of service stations with various 
degrees of contracts that they have that do sell these products. 

Senator Carruartr. And you have salesmen that call upon those?! 

Mr. McCurpy. We have salesmen; yes. 

Senator CarenArt. They are independent stations that sell Shell 
gasoline exclusively ? 

Mr. McCurpy. Yes. 

Senator Carrrart. Now, it is those salesmen that Goodyear and 
Firestone pay this commission to? 

Mr. McCurpy. That is right. 

Senator Carenart. Do they pay it direct to the salesmen or to the 
Shell Oil Co. ? 

Mr. McCurvy. No; they pay it to the Shell Oil Co. 

Senator Caprnart. And does the Shell Oil Co. hire these men on 
a commission basis or on a straight salary basis? 

Mr. McCurpy. I believe they are on a straight salary basis. 

Senator Carenart. Straight salary ? 

Mr. McCurpy. I believe so. 

Senator CareHart. So Shell is taking the commissions from Good- 
year and Firestone? 
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Mr. McCurpy. And paying these people to do this. 

Senator CAPEHART. In addition to selling tires, they also sell Shell 
as and oil, and so forth ¢ 

\ir. McCurpy. That is right. 

senator CApemartT. And anything else? 

Mr. McCurpy. They sell a lot of other things, too. 

“-pator CAPEHART. Radios, too? Television? 

lr, McCurpy. I do not believe you will find radios and television. 
Scieita Capenart. But the tire companies pay the Shell Corp. ? 
\ir. McCurpy. Yes. 

Senator CapEHART. Is that common practice in the United States? 

Mr. McCurpy. I believe so. As I understand it, there are several 

rrangements for doing this. One is this. After all, it is just a mat- 
er of common efficiency. It does not pay to have a salesman for 
vy line. These service stations have an awful lot of ditferent lines 

of business in them. They have window cleaners and fly spray, and 
i don’t know what else in them. If you had a separate salesman for 
very line of business going around to all those service stations, you 

ould have a pretty inefficient operation. So you try to make more 

- of the salesman’s time. It saves Goodyear and Firestone money 
nd they do not have to send their own salesmen around. 

Senator CapeHart. I can see that, but I do not know if it is fair 
ompetition with the wholesaler and the independent fellow, because 
ou like to brag about the fact that they are independent dealers- 

~ Mr. McCurpy. Yes. 
enator CapeBaArtT. Yet they sell your products, have your signs 

(| name, and you take from the tire companies a commission ‘for 
nae g your fellows sell them. 

.McCurpy. We do not take anything from them. We are per- 
forming them a service and get paid for it. 

Senator CapenartT. You really sell. Do Goodyear and Firestone 
lso have salesmen calling upon those dealers of your = 

Mr. McCurpy. That I do not know. They may. I do not know. 

Senator Capenmart. You think this is common practice for the tire 
ompanies in the United States, to pay Shell? Do they pay other big 

oil cues the same way ¢ 

Mir. McCurpy. Well, there are several ways of doing this. One is 

ti s commission way, and the other is the way where the oil comp: nies 
st plain buy the tires and sell them again to the service stations. I 
iink there are 3 or 4 different ways of doing it. They are all various 





ways that have been worked out to get these things in a service 
tntion. People want them in a service station. You have got to get 
them there. 


Senator Capenart. Well then, your only reason for not bidding on 
these 3 individual plants as individual pli ints and saying, “U nless we 
vet all 3 we do not want to buy any,” is strictly 100 percent your 

mscience ¢ 

Mir. McCurpy. It was my conscience and the advice of our counsel 
hat it was in accordance with the law. 

Senator Capenart. I did not hear the testimony of Mr. Pettibone 


yesterday. I can read it. 


Senator Frear. After your original bid of $27 million, you then 
went into a state of negotiation with the Commission, did you not? 
Mr. McCurpy. Yes; we did. 
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Senator Frear. To get your price up to $30 million? 

Mr. McCurpy. That is right. 

Senator Frear. I thought it was the understanding of the Com 
mission that they would negotiate with the highest bidder when this 
state of negotiations st: arted. If you did not put in a separate bid 
for each of the facilities, 1 in your opinion how could the Commission 
have started negotiations with you? 

Mr. McCurpy. Well, sir, it was not that important to me that they 
negotiate with me. If they could not see this proposition on its 
merits and wanted to go negotiate it with somebody else, that was 
their business, but- 

Senator Capenart. How did they come to get you up to $30 million? 

Mr. McCurpy. How did they come to get me up to $30, million? 

Senator Caprnarr. Yes. 

Mr. McCurpy. I thought I was competing against other bidders 
that topped me, but I think I was not, after looking at the chart. 

Senator Capenart. Did they tell you they had a bid from some 
one else to buy all three asa package ? 

Mr. McCurpy. No, sir; they never told me anything, and from 
what I know, I do not think they told anybody else anything. You 

saw how all of us climbed over here in the corner when he showed 
the chart the other day. 

I might say, Senator Capehart, if you did not hear Mr. Pettibone’s 
testimony, that there is one very essential point, and that is that in 
the way the Commission handled these things, all of the people were 
bidding against Commission-set targets of full, fair value, and not 
particularly against one another. And the reason I say that is that 
in most cases the Commission’s target of full, fair value was sub- 
stantially above what people were offering. So we were really bid 
ding against a target. 

Now, they had all these targets. That is the way that they kept 
the bidding fair in all this thing. And the other important reason 
that it worked was that when somebody reached a target, they would 
not tell him that he had the plant. They would just Say, “Thank 
you very much. You have met our target for the moment,” and then 
you sat there, and for all you knew somebody would come up and then 
they would set a higher target and somebody would meet it. 

Senator Frear. Did they not tell you what the target was for these 
three plants / 

Mr. McCurpy. They told me what the target was, that is right. 

Senator Frear. But you did not meet the target ? 

Mr. McCurpy. I met the target. 

Senator Frear. You met it? 

Mr. McCurpy. Sure, I was the only one of'the whole kit and ca- 
boodle that met the target. 

Senator Frear. I did not know you quite met it. I thought it was 
$30.8 million. 

Mr. McCurpy. Oh, mind you, all I know is what I saw on the 
chart. My theory is that after I put that up to $30 million which was 
in early November, as I recall it, then they went around and assembled 
a set of targets for all these other guys that added up to more than 
$30 million, and set about trying to get them to meet those. If they had, 


they would have come back to me and raised my target, but they did 
not. 
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Senator Carprnart. Did the Commission ever ask you to break 
bid down into three parts? 
\[r. McCurpy. Yes, they asked me to break my bid down into three 
ts once after we bid. 


% 
4 


' = Senator Carenarr. But they did not insist upon it? 
. @ \fir. McCurpy. No. 
i Senator Caremart. After you had bid the $30 million or $27 million ¢ 
: : \ir. McCurpy. In order that you should understand what went on, 
= | believe that the Commission originally thought that we had assem- 

3 ; | our bid by adding up three figures that we had already figured 

; i e plants. We did not dothat. It took us quite a while to make 
Commission believe that we had not done that. After they found 
that we had not indeed done that, then they realized, just as 

— had in the first ee that the breakdown would have been mis- 

S leading and immoral, 

1 Senator Frear. Well, I could see where they might have taken 

| because in your proposal dated May 26, under, “10. Purchase 

i‘ . Pi e,” you spec ific ‘ally state, “We do not state the amounts we pro- 

a § pose to pay for any of the facilities on an individual basis as we do 

4 > propose to purchase individual items. 

. Mr. McCurpy. Yes. 

. Senator Frear. But the Commission could have thought that you 

ry well had in your mind individual items. 

- ; Mr. McCurpy. That is right, and they did think so, and they came 

, ; around and said, “Now, look, boys, why don’t you tell me what the 

‘ breakdown really is? , 

Senator Frear. That is what we cannot understand, why you did 

, Mr. McCurpy. Break it down? 

r Senator Frear. Yes. 

; Mr. McCurpy. Because it is impossible. How do you tell what 

d fe the value of the copolymer plant is when the plant will run for 6 

k onths and you will have to fire everybody for 6 months? 

. Senator Frear. Mr. McCurdy, don’t try to tell me that, because 

. you have put yourself on the stand here as an expert witness, and 

| Standard Oil of California did that very thing. You do not think 

. they y are better than you; do you? 


Mr. McCurpy. No; they did not. They put a condition of assured 

narket on their figure. 

Senator Frear. But not when the time came to sign the contract. 
You were all in the same boat then. 

Mr. Mot ‘urpy. No; they never removed that condition. 

Senator Frear. But you told me earlier in your testimony that the 

| Government—at the time to sign a contract ‘for purchase, you were 
. all under the same umbrella at that point. 
u Mr. McCurpy. No, no; you have misunderstood. 

Senator Frear. If there was an umbrella, 
Mr. McCurpy. It is very important we correct this, because you 
| [| have misunderstood it. What I told you was that these people, during 
the course of the negotiations, were demanding—one of them—that 
the Commission find them an assured market, and the other that they 
find an assured market, and that that happened before they would 
sign. They would not sign unless that happened. You realize, none 
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of us had to sign. We could raise our bids, we could lower our bids, 
or we could withdraw them. We were not hooked when we put i; 
the proposal. 

Senator Frear. That is right; it was completely open to every 
prospective bidder until the time came to sign a contract—a sales 
contract; is that right? 

Mr. McCurpy. Oh, you mean once we had signed, why, then, jt 
would not have done them any good to find the market on the other! 

Senator Frear. Well—— 

Mr. McCurpy. I do not understand. 

Senator Frear. What I am trying to say is that regardless of what 
the conditions were in their original bid or proposal, it made no 
difference because nothing was secure until the time came to sign the 
sales contract. You could withdraw: you could raise; you could put 
any demand on the Commission or anybody else; but as far as you or 
maybe some other individual were concerned, it had no value at all 
because you were all in the same position. 

Mr. McCurpy. But understand, though, that the important point 
was that our position during the negotiations was, “Gentlemen, any 
time you call us up we will sign that day.” Standard Oil’s position 
was not that. They could not “have called up Standard Oil and said, 
“Sign.” Standard Oil would have said, “No; we have no assured 
market.” 

Senator Frear. But you do not know because they did not call and 
try them. 

Mr. McCurpy. Yes: we do, because Mr. Pettibone testified he tried 
repeatedly to get them to remove the condition during the course of 
negotiations and they did not do so. 

Senator Carenart. All of which is immaterial as to why you should 
or should not follow the law—absolutely a hundred-percent immate- 
rial. To my mind, it is absolutely immaterial as to whether or not 
you should or should not have followed the law. 

Mr. McCurpy. Well, we think we followed it. Anyhow, I did. 

Senator Carenart. You have not given me a very good reason 
yet in my mind as to why you refused to break this down for the 
Commission. 

Mr. McCurpy. I just did not want to mislead anybody by giving 
them a figure that they might think meant something but did not. 

Senator Frrar. My final question is this 

Senator Carrnartr. That would be at their peril, not yours, would 
it not? 

Mr. McCurpy. Yes; it would, but I did not want to play them a 
dirty trick. When I put a figure and sign my name to it, the figure 
is going to mean something. 

Senator Frear. Well, I have no doubt in the world but what you 
expect to live back of the proposal whatever the date was. I am not 
criticizing that because I think you would. But I also think the other 
people would have lived behind their contract that they stated, with 
the conditions that may have existed in their proposal. 

Mr. McCurpy. If the conditions had been fulfilled. 

Senator Frear. What would you have done—if this is a fair ques- 
tion to ask you—if the Commission had come to you and said, “We 


will not accept your proposal as a package deal unless you break it 
down to”-— 





li} 
bi 


—é A — 7 





amr merce meres 


H 
| 


RUBBER FACILITIES DISPOSAL 243 


Mr. McCurpy. To individual pieces ¢ 

Senator Frear. By Plancor number; that you would stipulate a 
rice for each, be it higher or lower. 

Mr. McCurvy. I have answered essentially that question before— 

at if my own lawyers had said that I would have had to choose 
between my conscience and. desire to bid, and I do not know which 
would have won. 

Senator Frear. I do not know whether we can share all this about 
your conseience, because Senator Capehart has a conscience, too, and 
I think the people who are going to have to make the final determina- 
tion on this really want to be satisfied themselves. 

Senator CapeHart. My answer on the floor of the United States 

enate was unequivocal. I simply said, “Plant by plant.” At that 
time we meant it, and that was what we intended to do. And I am 
amazed that when you knew the law—lI had a case the other day of a 
constituent who had a pretty large bid for Government work come 
to see me, and he was the low bidder but he forgot to sign his bid, 
and under the law, he is out. There is no way in the world in which 
you can do anything about it. He just forgot to sign his bid, and 
when they were all opened up before everybody, he was the low bidder 
and would have gotten the contract but he forgot to sign it. 

They throw out bids every day because they do not bid on the speci- 
fications. The specifications may be silly, they may be wrong, they 
may not seem to make sense, and it may hurt. people’s consciences to 
bid 2 something that they know is not as good as something else 
would be, but nevertheless that is the law and “they cannot be making 
the law over, you know, every time they bid. 

Mr. McCurpy. Well, the statute does require the terms of the amount 
proposed to be paid and not the value assigned to the facility. 

Senator CaprHarr. Well, we will get into it. 

Senator Frear. Does that complete your testimony ’ 

Mr. McCurpy. Yes, sir. I just have one more thing to say, if I 
may. 

Senator Frear. All right, sir. 

Mr. McCurpy. That is that this has come at the end of a search 
which has lasted well over a year, to find somebody in the United 
States that would take on Plancor oY and not require an assured 
market, and they have found one; we are it. And I think that is 
enterprise, and I hope it will be vant 

Senator Frear. 1 want to state to you, Mr. McCurdy, as I have 
stated or implied to all the previous witnesses on the st: ind, that if you 
have not said all in your testimony that you would like to say, you 
will be granted permission to have made a part of the record any sup- 

plementary statement that you would like to make between now and 
Mi arch 15. 

We are very happy that you came and very happy for your testi- 
mony. 

Mr. McCurpy. Thank you very much. 

Senator Frrar. Thank you. 

(The following was later received for the record :) 
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PANETT ES 


SUPPLEMENTAL STATEMENT BY R. C. McCurpy, or SHELL CHEMICAL CORP., ON Its 
PurcHASE ConTRACT UNDER THE SYNTHETIC RUBBER DISPOSAL PROGRAM 


1. THE PURPOSE FOR CONGRESSIONAL REVIEW 


The Senate committee report on the rubber disposal bill (S. 2047, 83d Cong.) 
states that the objectives in the sale of the rubber-producing facilities are: 

“First, the Government must realize the full fair value of the facilities ; sec. 
ond, disposal must be effected in such a way as to insure to the consuming publi 
and to the small and large fabricators alike the benefits of fair competition ; and 
finally, to insure against the hazards of unforeseeable contingencies the facilities 
must be sold on such terms as will guarantee their ready availability for the 
production of synthetic rubber in time of emergency. Disposal pursuant 
these criteria will best serve the public interest.” 

Those objectives are accomplished by the sale of plancors 611, 929, and 963 + 
Shell as appears from the testimony before this committee of the Chairman of 
the Rubber Disposal Commission and the Assistant Attorney General and the 
reports of that Commission and of the Department of Justice. 

The Commission's report found that the sale of Shell would make Shell “an 
effective competitor for the companies that presently produce styrene;” and 
that its disposition to Shell enables the Commission to dispose of the copolymer 
plant, “in a manner most likely to safeguard the competitive position of the 
west coast market for GR-S, and to provide effective competition generally in 
the production of GR-S (p. 14).” The Attorney General found that the pro- 
posed sale of these plants to Shell “will best foster the development of a free 
competitive synthetic rubber industry (p. 37).” 

The Commission’s report found that the Shell proposal “represents the great- 
est aggregate return to the Government for the three plants. The final nego- 
tiated figure with Shell meets the Commission’s ideas on full fair value for the 
facilities concerned (p. 28).” 

The Commission report also found that “congressional requirements for na 
tional security have been fully met in the sales recommended“ (p. 11).. 





Those are the congressional objectives in the enactment of the rubber-disposal : 
bill. Those congressional objectives are accomplished in the sale to Shell. 4 


The Rubber Disposal Act reserved to Congress, in its legislative capacity, a 
right to review sales to determine whether those objectives have been ac- 
complished. The Senate committee report is in part: 

“Period for congressional review * * * Congress has an opportunity to deter 
mine for itself whether the national security is adequately provided for, whether 
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full fair value has been received for the facilities, and whether a competitive ‘ 
pattern has been fashioned for the new synthetic rubber industry.” \u 
LEGAL CONSIDERATIONS WHY SHELI bIp NOT BREAK DOWN ITS PROPOSAI se 
‘The act states that a proposal shall set forth “the amount proposed to be paid pr 
for each of the facilities.” This provision was restated by the Commission with gr 
the following explanatory instruction on package bids: mi 
“Where a proposal contemplates acquisition of several facilities for integrated ni 
operation, it shall state separately the aggregate amount proposed to be paid for in 





such facilities on an integrated basis, and the amount otherwise proposed to be 
paid for each of the facilities in question on an individual basis.” 


> 


The Shell proposal was $27 million (raised by negotiation to $30 million) for 










what is referred to as the three facilities. The Shell proposal says: id 
“We do not state the amounts we propose to pay for any of the facilities on (i 
an individual basis as we do not propose to purchase individual facilities ;” 
The effect of this proposal is to state that Shell proposes to pay “zero” for 
each plant separately and will pay $30 million for the 3 as a package. A break- 
down of the $30 million into a separate value figure for each plant would not : 
have been in compliance with the statute or the instructions. They relate to T 





the amount “proposeed to be paid.” It would have been inaccurate and mis- 
leading to say that Shell “proposed to pay” stated sums for each facility when 
its only proposal was to purchase “the package.” 

That Shell complied with the legal requirements of the law is concurred in by 
the Comptroller General whose opinion to the chairman of the Senate Banking 
and Currency Committee is in part: 

“Tt is recognized that the Commission’s position involves treating the require- 
ment as meaning that there need be shown only the amount proposed to be paid 
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basis of the smallest unit intended to be purchased, as distinguished from 

the facilities’ included in such unit. In this view, the statutory direc- 

ld be complied with because there would be no offer to purchase an 

ial facility as such. In other words, the amount bid for each facility 

vould be ‘zero.’ * * * Apparently, the only other view possible is that proposals 

ibined facilities must show prices for individual units even though it not 

e intended to buy them. Such a view, however, not only would be illogical, 

might well involve misrepresentation on the part of a bidder. In any 

eyent, it is not apparent how individual amounts could be quoted in sueh cir- 
stances or, if quoted, what practical use could be made of them. 

\lso, there is for consideration the fact that basic proposals were requested, 

hecome final contracts, but merely to establish a basis for further 
otiations. 

* There would appear to be no logical objection to recognition of bidders 
this category for purposes of negotiating because, while they are not in com- 
netition for separate facilities as such, their bids readily could be compared 
with aggregate bids for the separate facilities involved, and the Government’s 
idyantage easily could be determined, whether at the outset or after subse- 
ment negotiations. Clearly, also, the fact that proposals were not final—serving 
merely the purpose of establishing a floor for negotiation of final contracts— 
precluded any undue advantage over a competing bidder interested in a single 
facility. Finally, since the statute must be construed as a whole, each provision 
heing given a meaning harmonious with all other provisions, it appears clear 
that the overall design and purpose was to bring all qualified bidders into the 
competition. Consequently, the requirement of subsection 7 (b) (4) should not 
he given a technical meaning which would restrict eligibility so as to exclude 
qualified purchasers interested only in integral groups of facilities, but a mean- 
ing, such as that adopted by the Commission, more consistent with the whole 
ibjective of the law.” 

This is also the opinion of the Rubber Disposal Commission whose opinion is 
, part: 

‘Section 7 (b) (4) of the Disposal Act provides that proposals shall contain 
the amount proposed to be paid for each of the facilities, and, if such amount 
is not to be paid in cash, then the principal terms of the financing arrangement 
proposed.’ Broadly speaking, this section, procedural in nature, is designed to 
inform the Commission as to how much a bidder proposes to pay and how he 
proposes to pay it. 

‘* * * Where a bidder has no intent to purchase individual facilities a clear 
statement to that effect satisfies the statute by giving a negative answer to the 
question of section 7 (b) (4).” 

The same conclusion was reached by the special counsel to the House Armed 
Services Committee. 

Attention is invited to the fact that the act is not a high bid statute. Its 
proposal provisions are directory, and not mandatory, to accomplish the con- 
gressional purposes stated above. In the opinion of those charged with the ad- 
ministration of the law these purposes have been accomplished. Even the tech- 
nical language of the statute has been complied with. Shell's proposal, by clear 
implication, says it would pay “zero” for each plant separately and $30 million 
for the package. 

The Commission has advised the Congress that this sum represents “the 
greatest aggregate return to the Government” and “meets the Commission’s 
ideas on full fair value.’ It exceeds the total of any combination of offers 
(initial or otherwise). 


8. PLANCORS 611, 929, AND 963 ARE AN INTEGRATED OPERATION 


Plancors 611, 929, and 963 produce rubber, styrene, and butadiene respectively. 
They are located adjacent to one another. Their integration is economic, opera- 
tional, and in part physical. Only one is a copolymer plant; the others produce 
no rubber but produce raw materials used in the manufacture of rubber. 


4. MINNESOTA MINING COULD NOT HAVE BEEN INJURED 


Minnesota Mining bid $2,500,000 for the copolymer plant. The Commission 
did not advise bidders of the amount of other proposals but negotiated with each 
against their own full fair value “target.” The Commission’s full fair value “tar- 
get” for the copolymer plant was $3% million, Minnesota declined to increase its 
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bid above $3 million. Standard Oil Co. of California initially bid $3% million and 
later raised its proposal to $5 million on this plant, The Commission’s chairman 
said (transcript p. 291): 

“The Commission's idea of an appropriate price was set as a negotiating tar. 
get. Therefore, any breakdown by Shell would have had no effect on the pogi- 
tion of other West Coast bidders. With no breakdown, the Commission followed 
its standard procedure. A breakdown would have made no difference. The 
Commission would have followed the same procedure.” 

Minnesota, therefore, could not have been injured. 

Senator Frear. The next witness is Mr. Thomas Robins, Jr., presi- 
dent of Hewitt-Robins, Inc., and American Synthetic Rubber Corp. 

Mr. Robins. 

Before you testify, Mr. Robins, may I submit for the record a letter 
over the signature of the Phillips C hemical Co. ., addressed to Eugene 
Holland, Executive Director of the Commission. 

(The letter referred to follows: :) 

BARTLESVILLE, OKLA., March 10, 1955, 
EUGENE HOLLAND, 
Evrecutive Director, 
Rubber Producing Facilities Disposal Commission, 
Washington, D. C.: 

In response to your telephone request, Phillips Chemical Co. advises that it 
will perform the obligations of its purchase agreements with the Commission 
covering sale of Rubber Producing Facilities at Borger, Tex., even though the 
Congress should extend the time for the sale of the Baytown copolymer plant 
beyond the time provided by the Rubber Producing Facilities. 

PHILLIPS CHEMICAL CoO., 
By T. L. Cuppage, Vice Pre side nt, 

Senator Frear. Mr. Robins, I believe you have a prepared statement. 

Mr. Ropins. Yes, sir. 

Senator Frear. The chairman of the subcommittee is willing to sit 
here and give you as much time as you would like, and you may read 
it in its entirety or you may submit it in its entirety for the record 
and highlight it as you wish. 

Mr. Rosins. Senator, I appreciate your willingness to stay here, 
but it is getting awfully late and I might summarize it, I think, rather 
briefly. 

Senator Frear. All right, sir. 


STATEMENT OF THOMAS ROBINS, JR., PRESIDENT OF HEWITT- 


ROBINS, INC., AND PRESIDENT OF AMERICAN SYNTHETIC RUB- 
BER CORP. 


Mr. Rogiys. I do not know whether I am an expert or not. There 
seems to be a lot of argument about that today. I have served on 
various advisory committees of the Government, the State Depart- 
ment, Munitions Board, and so forth. I have been president of the 
Kentucky Synthetic Rubber Corp. since 1950, and we have been run- 
ning a group of 19 companies which have been running the Louisville 
plant. 

When the disposal law was passed, I felt it was very desirable to 
find a buyer for that plant. I found that of the 19 companies that 
were then partners in the operating company, only about 14 of them 
wanted to go along, and only in the amount of about eight or nine 
hundred thousand dollars total subscription. We realized immediately 
that was not enough money to bid for and operate the plant, so we 
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vot busy to round up some other firms who would subscribe to the 
‘apital required, which we estimated to be $6 million. 

| would like to get in the record that we talked to a total of 65 
medium-sized and small rubber companies, and we were turned down 
by approximately two-thirds of them, and we ended up with 29 sub- 
scribers. 

I think that a very real fear of obsolescence of the present rubber 

facilities was the reason why many companies were unwilling to put 
money into our group. I think an even more important reason was 
the fact that they were perfectly certain that they could get their 
supplies at a fair price without putting up any money. As a matter 
of fact, while we were going the rounds trying to raise this $6 million, 
Phillips was particul: wly active in offering to ‘sell rubber on favorable 
terms, and we came close to losing some of our subscribers after they 
had tentatively signed up. 

| would like to s ry this, because there has been so much talk about 
lack of competition in the industry, that I have been in it 36 years and 
[ am quite convinced that there is plenty of competition. I would like, 
for example, to suggest that Mr. Browne, who testified this morning, 
might accept a job as a salesman for us for a couple of months. We 
will pay him the going rate; he can sell rubber for tires, conveyor belts, 
foam rubber. We might even find him a job selling synthetic rubber. 
And I am convinced that after a couple of months he would agree with 
me that it is a very competitive industry. 

Senator Frear. I do not know that I could propose that offer to Mr, 
Browne, but I will see that he gets a copy of these hearings. 

Mr. Rossrns. There seems to me to be a temporary -type position 
this month, next month, and perhaps the next month, but on a year-to- 
year basis, I can see no shortage of rubber which would result in an 
adverse sup »ply situation for the small manufacturer. If there were 
such a situation, you would have many small manufacturers objecting 
to this bill, which, so far as I know, has not been done. 

Senator Frear. And in your proposal I believe you also agreed to 
make available 4,000 to 15,000 long tons out of your production. Is 
that a correct statement ? : 

Mr. Rorrns. That is correct. 

Senator Frear. To small business? 

Mr. Rosrns. Correct. 

That is all I have, sir. 

Senator Frear. Well, thank you very much, sir. 

Oh, pardon me, Senator Morse. 

Senator Morsge. I want to ask a procedural question or two, Mr. 
Chairman. I have been tied up all morning on a foreign-relations 
matter and could not get in here for the examination of some witnesses 
that I was prepared to examine. Am I correct in understanding the 
Chairman plans to close the hearings with this session ? 

Senator Frear. Senator Morse, “those are the present plans of the 
chairman of the committee, but I believe each witness that has ap- 
peared here—and it is not limited to that, but anyone interested in the 

proposed program will have the opportunity to present a statement in 
the record between now and midnight of March 15, anything that he 
cares to do or say. 

Senator Morse. Well, Mr. Chairman, could I have a ruling from 
the Chair as to whether or not I could submit a list of questions 
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that I would like to have written answers to from the witnesses ] 
could not get here to examine this morning, thus avoiding making 
a request that they be called back ? 

Senator Frear. The chairman of the subcommittee will not au- 
thorize that, Senator Morse, but the chairman of the subcommittee 
will suggest that to the subcommittee. 

Senator Morse. If I did have a temporary ruling that until the 
subcommittee passes judgment upon that the Chair will not close 
the hearings in any way that would deny me the right to request 
that any of these witnesses be recalled, that would be satisfactory. 

All I am seeking to do is to save time because I simply want in 
the record for executive session discussion the position of these wit- 
nesses on certain basic questions. I do not care whether they do it 
orally here before the committee or take all the time they want and 
prepare written answers. I am only seeking facts. 

Senator Frear. Senator Morse, the chairman at no time would 
ever want to preclude testimony which a member of the committee 
would like to have put into the record, and as far as the chairman 
is concerned, as a matter of fact, I doubt if he could even prevent you 
from submitting those questions, and if he could he would not. 

Senator Morsg. You have more authority than you seem to think. 
If you closed these hearings and I was unable to question them, there 
would not be anything I could do about it. All I am seeking to do 
is accommodate the witnesses. I think it is pretty unfair to the 
witnesses to call them back if many of them have, as witnesses do, 
planned to leave town today or tomorrow. I do not want to be re- 
sponsible for holding them over here if I can only have the approval 
of the Chair or the committee to submit my questions in writing and 
ask them to submit written memoranda in answer thereto. 

Senator Frrar. There is no objection from the Chair’s point of 
view. From any authority that he may have, there will be no objection 
to the Senator’s desire. 

Do you have any questions as far as this witness is concerned ? 

Senator Morse. I have no questions of this witness. 

(The prepared statement of Mr. Robins follows:) 

My name is Thomas Robins, Jr. I have been connected with the rubber 
industry for 36 years and am president of Hewitt-Robins, Inc., which fabricates 
a large variety of rubber products other than tires. 

We have taken an active part in synthetic-rubber production for many years. 
Hewitt-Robins was one of a group of five companies making up the National 
Synthetic Rubber Corp., which operated the Louisville copolymer plant for 
the Reconstruction Finance Corporation during World War Il. This plant 
was mothballed after 1945, but in 1950 I was called upon by the RFC to get 
together a group of nontire companies to reactivate and operate the Louisville 
plant. The result of this effort was the Kentucky Synthetic Rubber Corp., a 
joint venture of 19 medium and small companies, which has successfully 
operated the Louisville plant since September 1950. 

We at Hewitt-Robins have always felt that transfer of the ownership of the 
synthetic-rubber industry to private enterprise would be in the best interests 
of the American people. We actively endorsed Public Law 205, and immediately 
after its passage we sought actively to put together an aggregation to bid on 
a copolymer facility. 

Our work was far from easy. Altogether, we approached more than 65 
different companies in the rubber-fabricating industry, and we were turned 
down by more than 40 of these companies. 

We naturally started with our partners in Kentucky Synthetic, who were 
obviously well informed on the whole synthetic rubber matter. Each could have 
participated in our new venture without any additional capital contribution 
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than what they already had invested. Yet four of these companies de- 
| against going into American Synthetic. These companies are not giants, 
hey do consume rubber and their top executives are very familiar with 

il] phases of the rubber industry. 
We cite this fact because it is obvious that these companies had no fear of 
ning their raw materials, at reasonable prices, from their competitors, and 
se companies apparently did not deem synthetic rubber manufacture a suffi- 
iently attractive investment even to leave their original funds in the program. 

We did manage to find other partners. We went to the various spokesmen 
who had testifi€d before the congressional committees prior to enactment of 
Public Law 205, who had indicated desire to participate. We selected likely 
candidates from the Rubber Red Book. We contacted a large group of wire 

i cable companies. We managed to interest American Cyannamid, a nonuser 

rubber, who we thought would give invaluable assistance in disposing of our 
svynthetic-rubber production to small business, and whose research facilities, 

thought, would permit us to stay abreast of our larger competitors. 

\nd most important, we publicized our efforts! 

We contacted officials of the Rubber Manufacturers Association, members of 
the staffs of the House Armed Services Committee and the Senate Banking 
and Currency Committee, officials of he Reconstruction Finance Corporation, 
and members of the Disposal Commission. We asked all these people to refer 
to us any persons they found who were interested in participating. 

We wrote to Congressman Shafer, at his own suggestion, and told him of 
our desire for additional participants, and we understand that he inserted this 
information in the Congressional Record. 

\ll the wire services, the Wall Street Journal, the Journal of Commerce, and 
Business Week magazine, all carried news of the formation of our new com- 
pany and our willingness to accept partners. 

\ll this activity produced a steady stream of inquiries, and we did our best 
to explain to each interested company all the advantages of participation. A 
few additional partners were secured, and during the period before we sub- 
mitted our bid for the plant, we turned down no company which used rubber, 
although many decided against joining with us, after going over the detailed 
estimates we had prepared as to the future. 

fo summarize our efforts: from the very beginning, we tried to give anyone 
who was concerned about the supply of his raw material a chance to participate 
with us in owning a plant. We achieved a 29-company group—the smallest 
company has less than $5,000 invested in our venture, the largest has $2 million. 
But we received almost twice as many turndowns as acceptances. Eventually 
we were the successful bidder for the Louisville copolymer plant. 

Now, as to our views on competition in the future: Hewitt-Robins and its 
predecessor companies have competed against the major companies for 
ninety-odd years. It is our considered judgment that there exists today a keen 
internal competition among the major tire companies, involving just about every 
product they sell. Despite the record of antitrust suits, we find the majors 
most of the time battling hard to outcompete and underprice each other. It 
is our experience especially in recent years, that the rubber industry expands 
its production capacity much faster than demand warrants, and thus engenders 
keen competition. 

Incidentally, Hewitt-Robins for the past 20 years has been involved in no 
actions whatever under the antitrust or Federal trade statutes. 

As for synthetic rubber, it is our intention at American Synthetic to diversify 
our plant, expand our plant, and be in there competing all the way with the 
major companies, and we have every confidence in our ability to do so. 

Our records at Hewitt-Robins also show, and quite clearly, that our erstwhile 
big competitors are most anxious to keep us as customers for any of our basic 
raw materials which they sell. Today we buy Hyear, a special-purpose, man- 
made rubber, from Goodrich; Paracril, another special-purpose rubber, from 
United States Rubber; natural latex from Firestone; resins from Goodyear ; 
carbon black from Phillips; neoprene from DuPont and chemicals from just 
about all of them. One of the Big Four supplied us with one basic raw mate- 
rial at a time when they themselves had to cut back production because of an 
overall shortage of that material. We are completely satisfied, as customers, 
that they have treated us fairly and have found no evidence of collusion to fix 
prices or squeeze us out of business. We have no reason to believe that there 
will be any changes in this policy in the future. 
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We therefore heartily endorse the disposal program recommended by Cop 
gress, and while our share of synthetic rubber capacity may be small, we woulg 
like to presume that we'll keep the whole industry on its competitive toes for 
long time to come. 


Senator Frear. Mr. Charles J. Fage 


STATEMENT OF CHARLES J. FAGG 


Mr. Face. If the committee pleases, I would like to turn my de. 
tailed statement over to the reporter. I will give you 2 minutes of q 
summary. 

Senator Frear. All right, Mr. Fagg. You may proceed, sir. Yow 
statement will be inserted after your remarks. 

Mr. Face. I can summarize my approach on this subject as in be- 
tween almost everything that has come before you so far. I am a 
strong advocate of private industry, and always have been. 

My statement shows that 160 million people, from my acquaintance 
with it, have been benefited through the program that has been fol 
lowed for the last few years under the unbiased actions of a very high 
type of personnel in Government, in the plants producing syntheti 
rubber that are operated by private business. 

Second, the present operations, in my opinion, estop the effect of 
foreign cargoes. 

Third, at present, the operation is not the Government in business, 
as defined by such bills as the Osmers’ bills. 

Fourth, that the Government had.to go into this rubber business 
because we did not have rubber plants such as in Brazil, Africa, and 
the Far East akin to the flour mills where we have the wheat, such as 
in Minnesota, Kansas, lowa, and Oregon, et cetera. Or where we 
have steel with the base of the ore mines, such as Mesabi. 

Fifth, I am not proposing that the bids be disturbed or the plants be 
interrupted, but only that it might be wise and best for successful 
bidders, the public, the large and small consumers, the defense actiy- 
ities of our country, that in view of a few complicated matters that 
have arisen in connection with this proceeding, the entire subject be 
further explored so that all questions may be resolved to the satisfac- 
tion of vested capital, Congress, and the consumers. 

I thank you. 

Senator Frear. Thank you, Mr. Fagg. 

(The prepared statement of Charles J. Fagg is as follows:) 


Mr. Chairman, to the 160 million citizens of our country the synthetic-rubber 
program has been of extreme importance and has been of beneficial results to 
them, by the unbiased distribution accomplished by the personnel in Govern- 
ment and the private industrial plants operating the synthetic-rubber program; 
and at prices that are befitting the ability of the consumer to pay. 

It may be said that this is Government in business as indicated by such bills 
as the Osmers’ bills, which have reference to terminating or eliminating the 
activities of the Government, conducted in competition with private enterprise. 
The synthetic-rubber program is not in this category for the reason that Gov- 
ernment is having an unbiased, watchful hand over the ultimate results and 
private industry controls the personnel and the production at the plants, which 
plants are manufacturing products that directly, or indirectly, reach every 
citizen of our country. 

The operation of the synthetic-rubber program under this splendid cooperation 
between private industry and Government personnel has resulted in a fair 
distribution to both large and small consumers, a diversity of types of rubber 
that can always be fitted into the requirements of the consumer, and at a mini- 
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mum of fluctuation in prices; in fact, the prices have resulted in a tremendous 
profit over all costs. 

Further, this operation has been one of deterring foreign cartels on natural 
rubber and the inflation of natural-rubber prices to the detriment of not only 
yr defense needs, but also our domestic requirements. 

That the present program is beneficial to manufacturers is indicated by the 

lowing quotation from the Martin Rubber Co., in a letter addressed to their 
congressional Representative : 

“We have been, still are, and desire to continue to be a receiver of synthetic 
rubber produced by and under the synthetic-rubber program. Our relationship 
and services have been satisfactory and, in view of the present apparent emer- 
gency developing in many foreign lands which may directly affect us, we believe 
that the wisdom of Members of Congress in continuing the tin-smelter operations 
at Texas City should also be applied to the synthetic-rubber operation. 

“From our own experience we consider that the synthetic-rubber operation 
has resulted in benefits to the consumers of rubber; has added materially in 
maintaining reasonable prices to those who also require crude rubber and the 
diversity of production by various plants provide for a more adequate supply 
to the market than if restricted to 1 operator having only 1 or 2 grades of 
synthetic rubber from an individual plant.” 

Further, we are attaching hereto as exhibit A, copy of a letter addressed to 
Senator Bush from the Fairfield Rubber Co. 

To further indicate the complications affecting prices and supplies, we are 
attaching hereto exhibit B, covering a special article appearing in the Wall Street 
Journal of March 11, 1954. 

Attached hereto is exhibit C, copy of an editorial appearing in the Washington 
Post, February 13, 1955, involving higher prices to consumers, foreign competi- 
tion, the bid offer compared to the earnings under joint operation of Govern- 
ment and private interests in the synthetic-rubber program at the present time. 

After analyzing the entire factors, the conclusions may occur to Congress 
that the synthetic-rubber program is not government in business. Is it not a fact 
that the synthetic-rubber program production is one to meet not domestic private 
competition but that it is to meet foreign competiion ; and is it not proper that 
we should do so? 

It has been stated that if we continue the synthetic rubber program in the 
form that has been so successful during the last few years, why should we not 
do the same to steel? There is no comparison—because steel from the very 
inception is a product of the United. States, whereas synthetic rubber since its 
inception was, through necessity, a Government activity to offset foreign 
products, 

Again we stress that synthetit rubber had to be initiated and produced by 
the Government to protect domestic and defense requirements in the face of 
danger sign of natural rubber conditions. 

Again we stress that the present program is most beneficial to rubber users 
and is it not true that a conclusion must be reached by Congress to continue 
for manufacturers and users the situation as portrayed in exhibit A? 

Reference has been made to the “financial” benefits to the taxpayers from 
the present rubber program and as indicated in some of the exhibits attached 
hereto the financial return has represented a very large profit which if con- 
tinued would equal in 3 or 4 years the gross amount of the bids—this regardless 
of the fact that nearly all the contracts with the Disposal Commission call for 
an extension of time to complete payment over a period of as much as 10 years. 
Does not this raise a question in the minds of Congress that the bids are inade- 
quate, bearing in mind that there has never been a sale of a profitable business 
in which there has not been some appreciation or at least a payment for 
good will? 

As we have stated repeatedly in this statement, the present program is most 
beneficial to our citizens. Now, as it relates to defense measures—a war can- 
not possibly be won without synthetic or natural rubber. Would not the first 
result of a war be to cut our supply line from the Far East and Africa, in which 
case synthetic rubber would have to handle all requirements. The bids all 
carry emergency clauses allowing the Government to take over the synthetic 
rubber plants; however, the details could involve so much lost time in this day 
and age, that the war could be lost? 

Does not Congress believe that a factor of the supply to our citizens must be 
influenced by the action taken by Canada in the last few weeks in allocating 
the sales of their synthetic rubber shipments? As Congress well knows, the 
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results would be that we would have to take care of supplying the requirements 


in the future that heretofore had been taken care of by our friends froy 
Canada. 


According to press reports, the production of synthetic rubber in this country § ; 


now is insufficient to fill all requirements, particularly of the large companies 
who are the successful bidders for the producing plants. 

Reference has been made to price in two forms: (1) The price of synthetip 
rubber to be used by our citizens, and (2) the price of synthetic rubber affecting 
natural rubber. Press dispatches recently have shown where natural rubber 
prices have increased to an extent wherein it has been necessary to increase 
tire prices. The attached exhibits are the authority indicating that increase; 
prices for all products might take place. Under the present price system, (op. 
gress can determine by inquiry as to whether the many requests for rubber 
that have been filled, or accepted to be filled, are affecting the present price 
or the prices for the future. Congress may desire to ascertain the conditions 
as to unfilled orders, unaccepted orders and supply for current and future 
needs. 

We think it is most important for Congress to further examine this question 
to protect not only the operators who might take over the properties but also 
the public as a whole, by further postponing the disposal of the properties for 
few years to come; and that the prices be better set up in the contractual rela. 
tionship so that Congress, the operators, and consumers will be amply protected 
by the actions of Congress. 

Exhibit A refers to “the entire rubber business with its 5 or 6 large operators 
and its S00 small businesses is built on a free rubber market.” Does Congress 
fee] that it is proper to disrupt the free market by causing a possibility of natural 
rubber supplying the shortage, at advances in prices from 5 cents to 20 cents 
per pound, or around $5,000 per car more, in order to continue these businesses 
as going concerns, employing people and reaching their buying markets? (Con. 
gress should make further inquiry as to this price effect in the future, and raise 
protective measures to assure a condition of stable price and supply. 

There are over 800 large and small manufacturers to protect in the disposal of 
this important question. Would it not appear proper for Congress to survey 
these 800 consumers who supply 160 million citizens in the United States with 


rubber products, and especially is it not most important to analyze the shortage 
of rubber at the present time for industry and ascertain the declination of 


accepting orders to cover the needs of rubber manufacturers in the United 
States? 


Exutrerr A to STATEMENT OF CHARLES J. Faaae 


Marcu 3, 1955. 
Senator Prescorr Busn, 
Senator Office Building, Washington, D.C. 

Dear Senator Busn: I had the pleasure of talking with David Clark this 
morning and asked him to conyey to you my opposition to the sale of the rubber 
plants to the large rubber manufacturers. The entire rubber business with its 
5 or 6 large operators and its 800 small businesses is built on a free rubber market. 
If he was smart enough to guess the market the small operator could always 
buy rubber as cheap as his large competitor. The same has been true under the 
Government operation of the synthetic rubber plants. 

Now this will all be changed. The small manufacturer must purchase his 
raw materials from his large competitor. If the large manufacturer decides 
to raise the price of rubber and take the profit on rubber and not on his finished 
product, the small manufacturer who has only one chance at a profit, namely 
on his finished product, is out of business. 

The fact that 20 percent of the rubber manufacture will be in the hands of 
other than large rubber manufacturers has little bearing on the matter, for 
this 20 percent would doubtless go along with any raise in rubber price if it 
would mean more profit to them. 

We are utterly opposed to the sale of these plants to the rubber manufacturers. 
Your assistance would be greatly appreciated. 

Yours very truly 
FAIRFIELD Russer Co., 
Grorce W. WINCHESTER, Sr., 
Vice President. 


Sn ae ee ea 
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ExHisiT B To STATEMENT Or CHARLES J. Face 
[Extracts from Wall Street Journal, March 11, 1954] 


RUBBER MAKERS FrET ABOUT THE ADVISABILITY OF BUYING PLANTS OWNED BY 
GOVERN MENT 


(By Lee Geist) 


Axron.—Producers here in the rubber capital are trying to work their way 
through this sticky situation. They want the Government out of the synthetic 
business, yet, now that they can buy out the Government they aren’t too sure 
they want to buy. * * * 

“The only thing that makes it worthwhile,” says a high official of one of the 
largest companies, “is getting the Government out of our business. From a 
dollar-and-cents standpoint, it just doesn’t make sense.” A spokesman for 
another firm echoes that sentiment: ‘We're going to bid on three plants. Sut 
frankly we'd like to end up with none. * * *” 

For instance, one the trickiest problems is how to transfer the industry from 
Government monopoly to private operation without setting up a private monopoly 
in the process. Or, alternatively, how to break up the system, letting smaller 
companies into the act, and still keep it efficient. 

An integrated monopoly: The synthetic rubber industry was designed from 
the first as an integrated monopoly, with no pattern of competition built around 
a number of companies. Today it comprises a coordinated system of 26 
plants. * * * 

Under private ownership, however, the competition question could become seri- 
ous. “What do we do with that setup?’ asks an official of one of the companies 
involved, “put fences around each plant and stop talking to each other? * * *” 

Every proposed sale must be approved by both Houses of Congress, and the 
Disposal Act requires that the plants be sold to enough buyers to avoid monopo- 
listie concentration in an industry which is already heavily concentrated. The 
original Washington thinking was that no company should get more than one 
plant. But rubber makers feel today that some companies will end up with 
2,3, or more—if they decide they want them. 


In addition to the politicians, some small rubber companies are worried about 
concentration. The head of one says: “We're bidding, but we feel it’s hopeless.” 
To which an official of one of the Big Four retorts: “There has to be concentra- 
tion. Production of any basic material is big business. If a company doesn’t 


were 


have big resources, it doesn’t belong in the supply picture. * * 

Under Reconstruction Finance Corporation operation, the system has been 
showing a profit the last few years. In fiscal 1953, for example, it showed a net 
of nearly $60 million on sales of $388 million, or roughly a 15-percent return. 

But industry men note that this didn’t include certain items which private 
entrepreneurs would have to face—taxes, selling costs, amortization, and in 
terest on the purchase price. One source estimates the last item alone would run 
to aboue $30 million a year over the next 10 years. 

Research, also would be much costlier. The way it is now, all research results 
have been pooled; under private ownership, each company would have to 
duplicate all the research that each other company was doing. * * * 

Prices would rise. All these additional costs will whittle or eliminate the 
“profit” the GR-S plants have been showing, it’s thought, “By our arithmetic,” 
declares Gne company official, “our profit might be less than the management fee 
we're getting now.” Some, however, think that over the long run it should be 
possible to make money. 

Higher selling prices could help the profit picture, and many rubber makers 
expect an increase. GR-S is now pegged at 23 cents a pound; estimates of 
the probably free enterprise price range from 24.5 cents to 30 cents. “I can 
see a public relations problem right now,” worries one producer, “explaning why 
a product costs more under efficient private enterprise than under government 
operation. * * *” 

P. §.: Wall Street Journal January 10, 1955, reports increases on passenger- 
car tires 2144 percent and on truck tires 5 percent. Crude rubber prices from 
24 cents in October to 321% cents.) 


59961—55——_17 
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Exuisir C To STATEMENT OF CHARLES J. Face 
[Washington Post, Sunday, February 13, 1955) 
SELLING THE RUBBER PLANTS 


Your editorial of February 7, Selling the Rubber Plants, considered only the 
case for disposing of the Government’s synthetic rubber industry. A much better 
case can be made against sale. 

When Congress passed the Rubber Producing Facilities Disposal Act of 
1953, the price of natural rubber was relatively low and falling, and the inter- 
national political situation in Asia was stabilizing. Now, as the sale negotiations 
are completed, the price of natural rubber is relatively high and rising, and 
conditions in the Far East are quite unsettled. This is no time to sell so valuable 
a strategic asset as the synthetic rubber industry. 

The demand for rubber is well known to be highly inelastic. The price of 
tires and of most other rubber products has very little to do with the quantity 
bought. From the point of view of a monopolist, this is an ideal situation, 
From the point of view of the customer, it is a highly unsatisfactory situation, 
leaving him helplessly subject to price gouging. To date, the Government has 
been a benevolent monopolist, keeping the prices for synthetic rubber much 
lower than it might have, and it still has been making a reasonable profit. 

In the hands of private industry, the prices for synthetic rubber could (and 
probably would) be much higher than the present Government price of 23 cents 
per pound. With natural rubber selling currently at more than 35 cents per 
pound, the undertakings of the proposed purchasers of the synthetic rubber 
plants to sell their output at “fair market prices,” or at “competitive terms and 
conditions,” leave plenty of margin for excessive profits. 

Most of the estimates in the rubber trade journals, and in the several con- 
gressional hearings on disposal in recent years, have held that production costs 
for synthetic rubber would be higher in private hands than under Government 
ownership, and that prices would be at least 5 cents per pound above the 
Government’s price. 

It would not be wise to expect much help from competition in this case. Since 
World War II the Big Four tire companies have each lost in this country and 
in Canada 4 to 6 antitrust cases by convictions, consent decrees, pleas of nolo 
contendere, and pleas of guilty. Several of the participating companies (or their 
corporate parents) in the two “joint venture” corporations contracting for GR-S 
plants have pleaded nolo contendere, or guilty, or taken consent decrees, or been 
judged in violation of the antitrust laws in the past 13 years. 

There wasn't much competition in the bidding for the plants, either. The 
Rubber Producing Facilities Disposal Commission pointed out in its report of 
January 24, 1955, that 17 of the 24 plants it proposes to sell received only one 
hid. The two butyl plants were bid for only by a couple of Standard Oil (New 
Jersey) subsidiaries, and they both propose to let a third Jersey subsidiary do 
the marketing for them. 

Regulation of public utility monopolies by Federal and State commissions is 
fairly well worked out. The control of industrial monopolies is very far from 
being satisfactorily developed. Regulation by lawsuit, with a maximum fine 
under the Sherman Antitrust Act of only $5,000, is a very minor deterrent in an 
industry where millions can be made through the avoidance of competition. 

Your editorial says: “* * * But these objections overlook the fact that a 
better agreement probably could not be negotiated under present circumstances.” 
This may be true, but it does not make it a very good agreement. 

The arguments that aggregate price for the plants amounts to 96.6 percent of 
the Government’s unrecovered investment and 99.2 percent of replacement costs 
(advanced by the Disposal Commission and used in the editorial) are both 
specious and irrelevant. The $260 million price is to be spread out over 10 years. 
In the past 5 years the Government has averaged in profits, interest, and depre- 
ciation recovery a return of over $68 million per year (including official estimates 
for the current fiscal year). 

At this rate the Government can recover more in 4 years from continued 
ownership than it can from dispesal, and at lower prices for rubber. Any. going 
enterprise is worth more than its machinery. This is particularly true. in the 
case of a complete industry; the whole is worth much more than the sum of its 
depreciated parts. It would be no bargain for the taxpayer to sell a profitable 
industry at a slight loss, and then, in his capacity as a rubber-products con- 
sumer, to pay unnecessarily high prices for the output of that industry. 
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Given so few and such sharp bidders, the Disposal Commission may well have 
ione the best it could. The Attorney General, in carefully ignoring the antitrust 
rds in his own files in preparing his opinion, certainly did his best to make 
wk like a good deal. The Congress, however, very wisely reserved to itself 
the power te reconsider and veto the sale negotiations. 
FE. Way_es Browne, Jr., 
Bethesda, 








Vd. 










Senator Frear. Senator Morse. 
Senator Morse. No questions. 
Senator Frear. We are very happy for your testimony, and the text 
that you gave to the reporter will be put in, in full. 

Mr. Face. Thank you. 

Senator Frear. The subcommittee recesses subject to call of the 
Chair. L 

Senator Morse. Mr. Chairman, in recessing, for the record, may | 
make a statement of notification, that I advised the chairman that I 
will submit to the clerk of the committee, not later than Monday 
morning at 9:30, a memorandum setting forth a list of questions that 
| would like to have a written answer to from certain witnesses that I 
was unable to examine in the course of these hearings, due only to the 
fact that my official duties in connection with the Foreign Relations 
Committee and other committees of the Senate prevented my being 
present to ask the questions. I am perfectly willing to have the chair- 
' man submit to the full subcommittee my request for the approval or 
rejection of the subeommittee. The only purpose that I have in asking 
' for this procedure is because I seek only the facts that I feel I need in 
> answer to these questions before I can exercise an intelligent judgment 

on the final disposition of the business that is pending before the 
committee. 

(The following was received in response to the above :) 
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ANSWERS BY R. C. McCurpy To SENATOR Morse’s WRITTEN QUESTIONS IN REGARD 
To SHELL CHEMICAL’s PurRCHASE CONTRACT UNbER THE SYNTHETIC RUBBER 


DISPOSAL PROGRAM 










synthetic rubber? 
Answer. Yes. 









Would you state the type or types of synthetic rubber in which it is used. 
Answer. GR-S-type rubber and GR-—N-type rubber. 






+. How many pounds of butadiene, under present processes, are used in produc- 
ing a ton of synthetic rubber? 


Answer. 1,600 pounds per long ton. 






1. What would be the cost of the amount of butadiene so used at today’s prices? 
Answer. Federal Facilities Corporation has not been selling butadiene lately 
and, as a result, there is no established market price for butadiene under the 


4 
' 1. Is butadiene one of the component materials that go into the making of 
3 
4 
2 










ES Government synthetic rubber program. 

hs Inquiries which we have made to potential butadiene suppliers have indicated 
a price in the order of 15 cents per pound. 

* On the basis of 1,600 pounds of butadiene consumed in making 1 long ton of 
GR-S the total cost of the consumed butadiene is $240 per long ton of GR-S 

% For each change of 1 cent per pound in the price of butadiene there would be 

ea a change in cost of $16 per long ton of GR-S. 
5. How many tons of synthetic rubber in which butadiene is a component part 





could the plant or plants that you intend to purchase produce? If there is 
es a dispute over plant capacity, state highest and lowest estimates. 

Answer. Our contract with Rubber Facilities Disposal Commission states a 
capacity for placor 611 of 89,000 long tons per year net FR-S 
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Butadiene capacity in the plant we have contracted to purchase is estimated 
at 48,000 short tons per year, which is equivalent to 60,000 long tons per year 
of GR-S. 

G. Is petroleum a source of butadiene? If petroleum has a technical meaning to 
exports in the oil business, and that technical meaning would cause you to 


say that petroleum is not a source, state what the source of butadiene is, 
other than alcohol. 


Answer. Yes; although in the natural form, petroleum contains essentially no 
butadiene. However, selected fractions of petroleum, which comprises a complex 
mixture of hydrocarbons, are precursors of butadiene. Such components canbe § . 
chemically or thermally processed to produce butadiene. For example, butane, 
a component of certain crude oils and natural gasoline, can be separated from § and 


other hydrocarbons present and dehydrogenated by various methods to form 
butadiene. 


7. What is the name of Shell Chemical’s parent company? 
Answer. Shell Oil Co. 


FN i scies 5 


S. Does that parent company produce any products which are the source of 
butadiene? Name the product or products. 

Answer. Yes. Normal butylene and normal butane are produced in Shell Oj! 4 ‘ 
Co.’s operations. However, they are not supplying either of these materials for oe er 
butadiene manufacture at this time. 
mi: 
sta 


%. Please state the company or companies from which your company will secure 


its supply of the principal materials going into the making of butadiene. If 
other than your own company, state relationship to your company. ae oh: 
Answer. Based on discussions currently in progress, we expect to secure normal oe att 
butylene feedstock for butadiene manufacture to an extent of about 75 percent 
of plant capacity from Standard Oil Co. of California, with the remainder com- 
ing from Phillips Chemical Co. Standard Oil Co. will produce normal butylene 
from normal butane. About 25 percent of the normal butane required to produce ru 
the normal butylenes for us will be supplied by Standard Oil and we will supply ell 
the remainder largely via purchase from El Paso Natural Gas Co. We may also de 
supply normal butane to this operation by purchase from General Petroleum a 10} 
Corp., Richfield Oil Co., Shell Oil Co., the Texas Co., or others in the Los Angeles 
area. As an alternate to purchasing butylenes from Phillips Chemical Co., we 
may at times supply that portion of our butylene requirements by purchase from 
Richfield Oil Co., Shell Oil Co., the Texas Co., or other oil refiners in the Los 
Angeles area, 
None of these suppliers have any corporate relationship to our company with 
the exception of Shell Oil Co. 


sta 
r 


sa 
ag 
ar 
sti 
hi 


10. Will you sell to the Firestone or Goodyear tire companies any of the syn- i 
thetic rubber produced in the plants that you propose to buy? How much a = 
do you intend to sell to each of them? - 


Answer. We are not fabricators of rubber and have no captive market. Our 
basic commitment under the contract with the Government is to attempt to sell 
to all consumers in the area west of the Rockies. The plant is considerably 
larger than the needs of all consumers there, big and small. The excess will be 
shipped outside the area to the extent possible in view of the freight problem. 
Contract coverage will be offered to small business enterprises in the area on the 1. 
same basis as offered larger consumers. 

In addition, we have committed ourselves to the House Armed Services Com- 
mittee to anyhow have available 20,000 tons per year for small business within 
the area we can reach economically freightwise. 

We have, in pursuing our obligation, already signed up 12,400 tons per year f 

t 
{ 


- 


"sD 


and are negotiating for a further 5,600 tons per year, to consumers other than 
the 5 largest rubber companies. 
We accordingly plan to attempt to sell, to all four large companies, rubber for ( 
their California plants. We stand as follows with them: 
1. Goodyear : Negotiating for 1,000 tons for the month of May 1955. 
2. Firestone: Have secured order for about 3,600 tons, for May, June, and t 
July. We have no commitments beyond that on either side. 
3. Goodrich: Negotiating. ' 
4. United States Rubber: Have preliminary agreement covering about 10,000 
tons for the balance of 1955. 
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United States Rubber, which is the largest orderer so far, has no arrangements 
with Shell Oil for promoting the sale of United States tires at Shell stations. 

It is worth noting that in the event the Shell proposal is rejected, and the 
remainder of the program goes through, the position of small consumers in the 
West will become substantially more difficult than under the Shell operation, 
under which their full needs will be taken care of by a nearby plant. 


11. How many service stations on the North American Continent sell the petro- 
ileum products of your parent compat ? 
Answer. In the United States and the Territory of Hawaii there were, as of 
the end of 1954, approximately 9,900 service stations purchasing from Shell Oil 
Pand reselling Shell gasoline, in addition, approximately 12,800 service stations 
were purchasing from Shell Oil jobbers and reselling Shell gasoline. 


12. It is my understanding that all but four of these service stations are oper- 
ated by independent operators. Would you state the nature of the agree- 
ment or agreements between these independent stations and the Shell Oil 
Co., if any? Just briefly summarize the nature of the agreements, and 
include an explanation of termination provisions that exist, if any. In- 
clude information on how these agreements are renewed. 

Answer. As of the end of 1954, six Shell Oil service stations were operated by 
employees paid on a salary basis, and approximately 900 were operated by em- 
ployees compensated on a commission basis. At stations operated on a com- 
mission basis, gasoline stocks are consigned to the station by Shell Oil and the 
station manager is paid a commission on this gasoline as sold. All other items 
of stock at the station are purchased by the station manager. Tires are pur- 
chased directly from his rubber company supplier. Salaries of service station 
attendants and most of the operating expenses of the station are paid by the 
station manager. 

The lease between Shell Oil and a dealer is a conventional lease and is firm for 
1 year without any right of cancellation by Shell Oil. Thereafter the lease 
runs from year to year, terminable by either Shell Oil or the dealer only at the 
end of any contract year, except where Shell Oil leases the station from the 
dealer the sublease back to him is normally for a firm term substantially as 
long as the underlying lease. The lease contains no provisions relating to the 
sale of any *products to the dealer. Each leasee-dealer also has a dealer sales 
agreement under which Shell Oil agrees to sell him such quantities of gasolines 
and automotive lubricants as he may order from Shell Oil for resale at the 
station. The lessee-dealer is free to buy even petroleum products, including 
his entire requirements, from the supplier of his own choice. 

Each dealer who owns his own station, or leases from a lessor other than 
Shell Oil, has a dealer sales contract with Shell Oil, which runs from year to 
year, terminable by either party at the end of each year only, under which 
the dealer agrees to purchase a specified quantity (fixed at not more than 
50 percent of his total requirements) of gasolines and automotive lubricants 
for resale at the station. 

Shell Oil has no contract with either a lessee-dealer or any other dealer for 
the sale of Shell Oil sponsored tires. Shell Oil does, however, solicit these 
stations for the sale of Goodyear or Firestone tires as will be developed in 
answers to later questions. 


13. How many Shell stations—please understand this as meaning all stations 
selling Shell Oil products—sell Firestone and/or Goodyear tires? 

Answer. As of the end of 1954 of the service stations serving Shell gasoline, 
there were 7,400 which sold Firestone tires and 8,000 which sold Goodyear tires. 
Some of these service stations sold both Firestone and Goodyear tires; there- 
fore you cannot add 7,400 and 8,000 and come up with an aggregate figure of 
the number of such service stations selling either Firestone or Goodyear tires 
or both. We do not have the information necessary to determine the number 
of stations selling both lines, but we are confident that it is a substantial number. 

The fact that these stations sell Firestone or Goodyear tires, does not mean 
that they do not sell other brands too. In 1952, the following letter was sent 
to all Shell dealers: 

“We, in Shell, are proud of our dealer representation. We are also proud. 
of the full line of products which we are in a position to offer you, tires, batteries, 
and accessories, as well as gasolines, motor oils, greases, and specialties. 
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“During the past few months, in hearings held by the Small Business Com. 
mittee of the House of Representatives, there has been raised the question a, 
to the freedom of action which service-station dealers in general enjoy in select. 
ing their sources of supply for motor oils, greases, tires, batterics, and accessories 
We feel that this is an opportune time to restate our position on this matter, 

“We believe that merchandise must be sold on its quality, reasonableness of 
its price, and its public acceptance, rather than on contractual provisions. Thege 
are the facts which guide us in the distribution of petroleum products under 
the Shell brand and in the selection of the lines of tires, batteries, and acces. 
sories which we represent. Consequently, if you again refer to your contracts 
with us you will not find a single provision obligating you to buy your require. 
ments of these items from or through us (open dealer only—although provision 
has been made in your sales contract for the purchase by you of certain reason. 
able minimum on petroleum products only). 

“We will continue to solicit your business for each of these items because 
this is a business in which we are engaged and because we feel that they wi! 
contribute to your overall success as a service-station dealer. The extent t 
which we will enjoy your patronage must depend upon your voluntary accept. 
ance of our products line and the service that we are able to render. Your 
business, which we at all times will solicit, will be very much appreciated, 
| Italics added. | 

Shell Oil has had occasion to make two market surveys of its sales success 
on sponsored tire lines (Goodyear and Firestone). 

In 1949, it made an inventory of tires and tubes at Shell service stations iy 
Rhode Island. The result disclosed were that only 57 percent of the tires and 
42 percent of the tubes were Goodyear or Firestone. 

A 1952 survey of three representaive markets (Columbia, 8S. C., rural 
Rensselaer, N. Y., both rural and urban; and Boston, Mass., urban) disclosed 

(a) On a dollar volume basis, purchase of tires and tubes by Shell dealers and 
jobbers other than Goodyear and Firestone ran at 42 percent. 

(b) Of the 455 dealers surveyed 341 purchased tires and tubes from sources 
other than Goodyear and Firestone. 

Shell oil considers these figures representative of its sales effort in offering 
its dealers the Goodyear and Firestone lines. 


14. Do or will Goodyear and Firestone pay Shell Oil or any of its affiliates a 
“promotional fee” for inducing Shell service stations, that is, all those 
selling Shell Oil Co. products, to buy Goodyear or Firestone tires? Name 
those to whom the fee is paid. 

A. Shell Oil while soliciting the sale of its petroleum products to service sta- 
tion dealers also solicits the sale of Goodyear and Firestone tires. To the extent 
it is successful, Shell is paid a sales commission by Goodyear or Firestone, as 
the case may be. Delivery of tires so sold is made directly by the tire company 


15. How is this promotional fee computed? For example, is it so much commis 
sion on each tire sold? 
A. The commission is computed on the basis of the dollar volume of the tires 
so sold. 


16. Does the percentage of commission on each tire become more or less as the 
number of tires sold increases? 


Answer. No. 


17 and 18. How many Firestone and Goodyear tires, stating the figures for each 
year, have been bought by service stations selling Shell Oil Co: products 
in the last 5 years for which you have figures? Approximation will 
be a sufficient answer here. 

What is or would have been the amount of the “promotional fee” if it had 
been applied to these sales. Please indicate figures for each year 
separately. 

Answer. Shell Oil does not have figures which would diselose the number 
of Goodyear and Firestone tires bought by service stations selling Shell (i! 
products. Within the time permitted for answering these questions, we have 
not been able to develop the dollar volume of this business. If the Senator is 
interested in the dollar volume of this busines, we will try to obtain for him 
these figures on request. 
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Would you please give a definition of what the words “small business” mean 
n the field of production and/or fabrication of synthetic rubber? 

Answer. We define the words ‘small business” in the same manner as they 
are defined in the act, i. e. “* * * an enterprise independently owned and oper- 
‘ted which is not dominant in its field of operation.” Applying this definition 

the field of rubber fabricators we believe it includes all independent rubber 
fabricators except the five largest rubber companies. 


»), Would you please give your interpretation of what a “fair share” and a “fair 
price” mean as used in section 17 (a) of Public Law 205, 83d Congress? 
\nswer. 1. “Fair share.” Our interpretation of “fair share,” with respect to 
the west coast trade area, is the entire requirements of small business in that 
area 
» “Fair price.” We have never operated a copolymer plant, but based upon 
the experience of the United States Government operating agencies, we consider 
23 cents per pound, f. o. b. plant for standard GR-S in our case to be a fair price. 
(The Government’s price is 283 cents per pound, plus a uniform freight charge of 
1.1 cents per pound.) 
Our contracts provide for the same price to all buyers, regardless of the quan- 
tities to be purchased, and for release of any buyer from the obligation to pur- 
chase GR-S from us if he can buy cheaper elsewhere. 


1. Who, in the technical legal sense, would be the real party in interest in a suit 
for the breach of the proposed agreement between your company and the 
Rubber Faciilties Disposal Commission? I fully understand that the ques- 
tion is one for the courts to answer, but I want an expression of opinion 
by your company’s legal staff. 

\nswer. It is the opinion of our attorneys that the real party in interest would 
be the United States Government, 


”” What, in the opinion of your legal staff, would be the measure of damages in a 
civil action for the breach of the proposed agreement if it is consummated? 
\nswer. The remedy would be by injunction rather than for damages. 


23 and 24. If the United States Government had not charged standby costs and 
the expense of research off against the returns from the synthetic rub- 
ber that it sold, how much higher would its profit on synthetic rubber 
have been in each of the last 5 years? 

What would its profits have been in those same years if it had raised the 
selling price a cent a pound on synthetic rubber? 
\nswer. We have not operated a copolymer plant and are hesitant to give these 
figures second hand. The Federal Facilities Corporation should be able to give 
an authoritative answer. 


2. Will your company depreciate or amortize the plant or plants that you pro- 
pose to purchase at a rate other than that used by the Government on 
the facilities? 

\uswer. No. In principle we will apply current Government depreciation 
rates as Closely as possible in amortizing the purchase price of the facilities to 
write off the purchase price. We plan to use the same percent per year that the 
Government has been using. For your information this applied to our cost 
rather than original cost will retire our cost in about 10 or 11 years and this is 
subject to Internal Revenue Service review. 

“i. Will you employ an accelerated rate? 

\nswer, No. Since the plants are used facilities they will not qualify for the 


declining balance or sum-of-the-digits depreciation methods as provided under 
the 1954 code. 


Senator FreAr. Yes, sir. 

In order that the record may be clear, I believe the chairman previ- 
ously stated that there would be admissions to the record after today. 

Senator Morsr. Of course, the Chair is quite right, it will be neces- 
sary, I think, for the Chair, if he does not want to do it in his capacity 
as chairman—and I can see why he does not—to get a ruling of the 
committee that will require these witnesses to submit their answers in 








260 RUBBER FACILITIES DISPOSAL 


writing within a certain reasonable date, in the absence of which I wi] 


ask to have them reappear by subpena, if necessary, for furthe | 


examination. 
Senator Frear. I can assure the Senator that contact with othe 


members of the subcommittee will be made and their decisions givey 
Thank you. 


I want to say a word of praise for the very able assistance of Mr | 


McKenna and the Banking and Currency staff, as well as the reporter 
(Whereupon, at 12:48 p. m., the subcommittee recessed subject t; 


call.) 
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APPENDIX 


(The following resolutions and letters were received after the close 
of the hearings :) 
[S. Res. 76, 84th Cong.,; 1st sess.] 
RESOLUTION 


Resolved, That the Senate does not favor sale of the facilities as recommended 
in the report of the Rubber Producing Facilities Disposal Commission. 





UNITED STATES SENATE, 
Washington, D. C., March 16, 1955. 
Hon. J. ALLEN FREAR, Jr., 
Chairman, Subcommittee on Production and Stabilization, 
Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


Dear SENATOR FREAR: I strongly urge passage of Senate Resolution 78 which 
provides that the Senate does not favor the sale of the butadiene manufacturing 
facility at Torrance, Calif., Plancor 963; the styrene manufacturing facility at 
Los Angeles, Calif., Plancor 929; and the synthetic rubber (GR-S) facility at 
Los Angeles, Calif., Plancor 611, as recommended in the report of the Rubber 
Producing Facilities Disposal Commission. 

I am stating my views in this letter, in order to save the time of the subcom- 
mittee, but I shall be very glad to appear personally if the subcommittee would 
so desire. 

Your subeommittee held full and complete hearings on the report submitted 
by the Rubber Producing Facilities Disposal Commission and is, of course, 
thoroughly familiar with this report and with Public Law 205, 83d Congress, 
which sets up the machinery for the disposal of the various Government-owned 
synthetic rubber facilities. 

1 would like to brieffy give you the reasons why I think Senate Resolution 78 
should pass: 

The sole issue is whether or not the so-called “package bid’ submitted by the 
Shell Chemical Corp. for the purchase of Plancors 611, 929, and 963 was a legal 
proposal which could be properly considered by the Commission. 

As you know, section 7 (b) (4) of Public Law 205 provides that proposals 
shall state the amount proposed to be paid for each of the facilities. This was 
a plain and clear statement. 

The Commission itself subsequently issued release No. 1 on November 25, 1953, 
which contained instructions and information in connection with the proposed 
sales and repeated verbatim the mandatory statement that proposals state 
the amount proposed to be paid for each of the facilities. Release No. 2 by 
the Commission dated March 16, 1954, contained the same language. 

Nevertheless, the Shell Chemical Corp. disregarded the plain language of 
the statute and submitted a lump-sum package bid for three plants and did 
not state the amount proposed to be paid for each facility. 

That this package proposal came as a surprise to the Commission is abundantly 
clear from the testimony of Mr. Pettibone, Chairman of the Commission, and 
Mr. MeCurdy, president of Shell Chemical Corp., both of whom told your 
subcommittee that the Commission endeavored to have Shell break down its 
bid but that Shell refused. 

Despite this refusal by Shell to break down its proposal as to each plant, 
the Commission entered into negotiations with Shell. I believe this was a 
clear violation of the spirit and intent of the law. 
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The Commission apparently justified its action by reason of the fact that 
the Shell proposal was higher than the aggregate of the highest bids on each 
of the three proposals. 

Obviously, three plants together might be more economically profitable thay 
any one individual plant. There was testimony to this effect in the hearings 
on the original rubber disposal bill. Further proof of this proposition is enter. 
tained in the proposal of Standard Oil of California who also bid on these three 
plants but whose bid was broken down as to each plant. Standard offered g 
figure $600,000 higher for the plants in a package than the total aggregate for 
these plants on an individual basis. 

If a lump-sum package proposal on three plants was legal, a package bid on 
all 27 plants was legal. There is no difference whatsoever. The fact that the 
Commission might refuse to award all 27 plants to 1 company does not affect 
the legality of the proposal. 

Because Shell offered more money for these three plants is not a sound reason 
for disregarding the strict, clear-cut requirements of the statute. The act was 
not written so as to require the Commission toe accept the high bid. It could 
exercise its discretion and consider other criteria. Certainly one criteria was 
that the Shell proposal meet the mandatory requirements of the act. 

[ think the following colloquy between Mr. McCurdy, president of Shel] 
Chemical, and Senator Capehart, the distinguished senior Senator from Indiana, 
sums up my argument much better than I can. 

(See p. 492, transcript of proceedings, March 11, 1955:) 

“Senator CAPEHART. But the rules and regulations and the law said that you 
must bid on each individual plant. 

“Mr. McCurpy. Well, Senator Capehart, our legal counsel do not believe that. 
Those for the Commission do not believe that. And those for the Comptrolier 
General do not believe that. 

“Senator CAPEHART. I was the author of the bill and I believe it. I so gave 
my word on the floor of the United States Senate. Now, I do not mind telling 
you right now that was my understanding then and it is my understanding now.” 

In summary, I repeat that the Shell Chemical lump-sum package proposal 
was invalid and improperly considered by the Commission. I urge the com- 
mittee to approve Senate Resolution 78 for adoption by the Senate. 

Sincerely yours, 


Epwakp J. THYE, United States Senator. 


[S. Res. 78, 84th Cong., 1st sess.] 
RESOLUTION 


Resolved, That the Senate does not favor the sale of the butadiene manu- 
facturing facility at Torrance, California, Plancor 963; the styrene manufactur- 
ing facility at Los Angeles, California, Plancor 929; and the synthetic rubber 
(GR-S) facility at Los Angeles, California, Plancor 611, as recommended in 
the report of the Rubber Producing Facilities Disposal Commission. 


CONGRESS OF THE UNITED STATES, 


March 16, 1955. 
Hon. J. ALLEN FREAR, 


Chairman, Subcommittee on Production and Stabilization, 
Committee on Banking and Currency, United States Senate. 

Dear SENATOR FREAR: As you know, on March 15, I introduced Senate Reso- 
lution 79, a copy of which is attached. 

I have followed the proceedings of your subcommittee in considering the 
report of the Rubber Producing Facilities Disposal Commission with great inter- 
est. Your committee has performed an outstanding service to the Senate in the 
thorough manner in which you have developed the facts concerning the disposal 
of the synthetic-rubber industry to private ownership. 

It is abundantly clear from the evidence which your committee has developed 
that the Disposal Commission in recommending the sale of Plancor 611, a copoly- 
mer plant; Plancor 963, a butadiene plant; and Plancor 929, a styrene plant, all 
located at Los Angeles, Calif., failed to follow either the spirit, intent, or the 
letter of Public Law 205 as passed by the Congress of the United States. 
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| will not attempt to review the provisions of this law in detail as your 

able committee has spent many long hours in hearing it expounded and analyzed. 

Section 7 (b) of the law is clear, unambiguous, and mandatory. To say other- 
wise is to make a farce of the act and to completely emasculate it. 

You, of course, are throughly familiar with the fact that section 7 (b) (4) 
of the act clearly states that proposals shall be in writing and shall contain the 
amount proposed to be paid for each of the facilities. Shell Chemical Corp. 
failed and refused to follow this requirement. The Disposal Commission failed 
to require Shell to follow this requirement. Every other successful bidder did 
follow this requirement to the letter. 

The evidence shows without dispute that the Commission repeatedly requested 
Shell to break its lump-sum package bid down and assign an amount to each 
of the three specific plants as required by law and that Shell refused to do so. 

The flaunting of the law by Shell rendered its proposal illegal and it should 
have been thrown out. It gave Shell an advantage prohibited by law over both 
the Government and the other bidders for these plants. 

The Commission has no discretion or authority to waive this vital require- 
ment of the law. It might just as well have waived the requirement as to the 
national-security clause or the requirement as to the report of the Attorney 
General on the antitrust laws. Each of these requirements are couched in the 
same language in the act. 

It is my sincere opinion that the Senate must not establish the dangerous 
precedent of permitting either public bodies or private industry to ignore its 
mandatory requirements in the disposal of vital Government property. 

Inasmuch as section 9 (d) of Public Law 205 provides “no rubber producing 
facility shall be sold or leased except in accordance with this act * * *” and 
since the Shell proposal and the recommended sales are in direct violation of the 
provisions of the act, and in further view of the shortness of time in which the 
Senate may consider this matter, I earnestly urge and request your subcommittee 
and the full Committee on Banking and Currency to approve Senate Resolu- 
tion 79. 

Sincerely, 
Husert H. HUMPHREY. 


[S. Res. 79, 84th Cong., 1st sess.] 
RESOLUTION 


Whereas the Rubber Producing Facilities Disposal Act of 1953, Public Law 205, 
Eighty-third Congress, provided for the disosal of the Government-owned rubber- 
producing facilities, pursuant to the provisions of said Act; and 

Whereas in the recommended sale of the butadiene manufacturing facility 
at Torrance, California, Plancor 963; the styrene manufacturing facility at Los 
Angeles, California, Plancor 929; and the synthetic rubber (GR-S) facility at 
Los Angeles, California, Plancor 611, the Rubber Producing Facilities Disposal 
Commission has not conformed to the provisions and procedures established 
by the said Act; and 

Whereas the said purported sale by the Rubber Producing Facilities Disposal 
Commission was in violation of the provisions and procedures established and 
required by Public Law 205, Eighty-third Congress; and 
Whereas section 23 (a) of the Rubber Producing Facilities Disposal Act of 1953 
provides for the introduction of this form or resolution: Now, therefore, be it 

Resolved, That the Senate does not favor the sale of the butadiene manu- 
facturing facility at Torrance, California, Plancor 963; the styrene manufactur- 
ing facility at Los Angeles, California, Plancor 929; and the synthetic rubber 
(GR-S) facility at Los Angeles, California, Plancor 611, as recommended in the 
report of the Rubber Producing Facilities Disposal Commission. 


(The following letters, telegrams, etc., were received for insertion 
in the record :) 


STATEMENT OF JAMES G. PATTON, PRESIDENT OF THE NATIONAL FARMERS UNION 


Mr. Chairman and members of the committee, as president of the National 
Farmers Union, I am urging disapproval of the proposal to sell United States 
built and owned synthetic rubber plants. 

These plants were built at a time when the Nation was in great peril and 
when the development of the synthetic rubber program determined whether or 








4a RUBBER FACILITIES DISPOSAL 





usin 


not this Nation would be defeated in the struggle against the dictatorial anj Me ihe ¢ 
imperialistic nations of Germany, Italy, and Japan. During World War II big 4 Ort 
business put the dollar sign ahead of patriotism and refused to go all-out to he, the G 
win a war unless economic incentives and profits guaranties were offered by the but i 
Government. When, at the moment, we are threatened with war again, we ar @ be fo 
at a loss to understand why it is necessary to abandon Government ow nership | In 
and operation of these plants. pe prod 

The proposals, from an economic point of view, are not in the public interey = if th 
It appears that the United States would be selling the plants at a price which as th 
would permit the big corporations to regain their entire investment within a very | profit 
few years. For example, if the price of rubber was increased to 30 cents a pound se 
profits in a single year would exceed $150 million. In the light of this fact, the ™ the « 
proposal which calls for the downpayment of only $128.5 million and a total pric | biase 
of $260 million to be paid over a period of 10 years, seems ridiculous. Transfe; ® vari 
of the plants under this proposal may be properly labeled a giveaway. m prote 

We do not think the assumption that the present price of synthetic rubber wi) | | T! 
increase from 23 to 30 cents unreasonable. Manufacturers, we are told, haye ® indu 
expressed a preference for synthetic rubber and therefore it may logically be mon 
assumed that the price will increase to that level. It is significant that there | is Pome OnE 
no provision in the proposal or in the law which prevents the rubber company The 
from increasing prices. Rubber is a relatively inelastic commodity, economically face 
speaking. The economists point out that the urge to increase the price of such g Cost 
commodities when possible is almost irresistible. to 2 


Rubber companies would be in an excellent position to increase prices. At the : 
present time, Firestone Tire & Rubber Co., Goodyear Synthetic Rubber Corp. pes 
Texas-United States Chemical Co., United States Rubber Co., Goodrich-Guit Be 
Chemicals, Inc., and Shell Chemical Corp., control 87.6 percent of the industry wou 
Shell Chemical Corp is not to be considered apart from the big rubber companies, ae 
Shell has always integrated its policies and practices with them. The sale of 
the synthetic plants to these gigantic corporations would bring about complete 
domination of the industry by a few mammoth corporations. Small business ; 
would have no part of their plans and programs. If rubber became scarce again 
small rubber corporations, or small businesses depending on them, would be 
completely crushed. 

The record of the big corporations lends credence to this view. Department o 
of Justice and Federal Trade Commission records indicate that the rubber 
companies and companies distributing rubber products have been consistently i it i 
antitrust law violators. Those who have been charged with antitrust law life 
violations, with price fixing and conspiracy of the restraint of trade, and other - 
malpractices include Firestone, Goodrich, Goodyear, United States Rubber, and " 
Dunlop Rubber, Sears-Roebuck, Phillips, Standard Oil of California, Goodyear 
Tire & Rubber of Canada, Socony-Vacuum Oil, Standard Oil of New Jersey, ) ei 
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Texas Co., Gulf, Continental, City Services, Food Machinery & Chemical Corp. 
Allied Chemical & Dye Corp., General Cable Corp., and a number of others 
Most, if not nearly all, of these companies have been indicted and have either 
been found guilty or pleaded nolo contendere. A number of cases involving a 
number of companies mentioned have been handled by the present Attorney 
General and that is why we are at a loss to understand his statement—that 
the sale of these plants will be beneficial to our free-enterprise system. We 
think that sale of the plants would completely destroy the free-enterprise system 
in rubber manufacturing and distribution and bring about a complete industry- 
wide monopoly in this field. pre 
We, therefore, urge the committee to approve Representative Patman’s resolv- 
tion which would prevent the sale of United States owned synthetic rubber = Tr 
plants. We feel that such sale is not in the public interest, that it is against the 
interest of consumers, our national defense program, and our free-enterprise 
system. 








RADIATOR SPECIALTY Co., 
Charlotte, N. C., February 18, 1955. 

Subject: Rubber Producing Facilities Disposal Act of 1953, Public Law 205, [ H. 

chapter 338. 
Senator Sam J. ERVIN, 

Washington, D. C. 

Dear SENATOR Ervin: As you probably know, we operate a rubber mill here al 

in Charlotte, as well as an automotive and plumbing chemical manufacturing 
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usiness, and I am writing you now regarding the above named proposal to sell 
the Government-owned synthetic rubber producing facilities. 

Ordinarily, as the owner of a small business, I would be in favor of getting 
the Government out of our business and releasing the plants to private ownership. 
put in this particular case, there is a question in my mind as to whether it would 
he for the good of all concerned to do this. 

In the first place, the taxpayer is not supporting this operation, because the 
nroduction of synthetic rubber by the Government has been at a profit over costs. 

the plants are sold, taxes from the purchasers will not amount to as much 
1s the taxpayer has been realizing through its present operations. Actually the 
nrofit over operating costs to the Government has been at a tremendous surplus. 
~ Secondly, it is of vital necessity to our very existence, and both the trade and 
the consumer have been well taken care of under Government operation. Un- 
piased allocations have been made to the trade, inventories of numerous and 
various types of synthetic rubber have been maintained, and consumers are thus 
protected during shortages. 

There are only 25 or 26 plants, and there is the possibility that transferring the 
industry from Government operation to private operation would result in private 
monopoly. I say this because very few small rubber companies could purchase 
one of the plants, and most of them would of necessity go to the larger companies. 
The small companies could not bear the extra costs that private business has to 
face, such as taxes, selling costs, amortization, and interest on the purchase price. 
Cost of research would also be more, and each purchasing company would have 
to duplicate all the research that each other company was doing. 

Under Government operation the plants are coordinated, and it might not be 
possible to maintain this efficient arrangement under private management. 

Because of all these factors, prices to the consumer would have to rise, and this 
would bring up the problem of explaining to the public why a product costs 
more under efficient private enterprise than under Government operation. 

Since every proposed sale must be approved by both Houses of Congress, you 
will have an opportunity to study this question thoroughly. It would be well 
to analyze the actual going value of the plants instead of the book value, and to 
keep in mind that under Government operation the citizenship as a whole can be 
supplied with synthetic rubber in an assortment of types at a fair price, with 
good service and distribution. All of this, not at the taxpayer’s expense, but 
at a profitable net return to the taxpayer. 

Therefore, with world conditions so chaotic, with the Far East situation as 
it is, and since synthetic rubber is an essential commodity to the industry and 
life of our country, I believe that we should change the law to provide for the 
continued operation by the Government for the next few years, at least until the 
world is on a more stable basis. 

I sincerely trust that under all the circumstances you and your good office 
will take an active part to prevent the disposal of these plants. 

Cordially yours, 


ir 
¢ 
i 
Ss 


I. D. BLUMENTHAL, President. 


CoLTon, CaLir., March 8, 1955. 
Mr. WAYNE MorsE, 
United States Senator. 


Dear Str: Please call all Democrat Senators together and stop sale of 11 
United States rubber plants that net United States Government $70 million 
profita year. They are to be sold March 27, 1955. 

I am the former four-time stump campaigner for F. D. R., home address, 
Troy, Ohio, RFD 2. 

Present address, Colton, Calif., RFD 1. 

JoHN W. CopDER. 

In care of William D. Kerrick. 





Russer & TrrE MATERIALS Co., INC., 
Dallas, Tez., February 28, 1955. 
Hon. J. ALLEN FRrEAR, Senator, 
United States Senate, 
Washington, D.C. 


Dear SENATOR: It is understood that bills have been introduced in the House 
and in the Senate, the general effect of which would be to extent the time under 
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which the Rubber Facilities Disposal Commission would be permitted to accep; 
bids and negotiate the sale of the Government-owned synthetic rubber plant 
located at Baytown, Tex., and presently operated by the General Tire & Rubber 
Co. I strongly urge that your support of such bills for the following reasons: 

1. As a manufacturer of camelback material, which is used for recapping tires. 
and of other related products, I have for a number of years purchased approxi- 
mately 90 percent of the synthetic rubber, in masterbatch form, used for this 
purpose from the Baytown plant which has been producing substantially 70 
percent to 80 percent of all the synthetic rubber of the types used by this com. 
pany. If such plant is not sold, this company, as well as other small rubber 
manufacturing plants using the types of rubber manufactured at Baytown. 
would find it difficult to obtain adequate supplies of the types and grades needed, 
in spite of the several safeguards contained in the proposed contracts of sale 
negotiated by the Disposal Commission. 

2. The Baytown plant has a capacity of approximately 44,000 long tons or 
7,680,000 pounds, and if this plant is not sold, private consumers will be required 
to purchase that much additional natural rubber, or try and produce GR-§ 
masterbatch in their own plants which would curtail production and increase 
costs above those of the major rubber companies. Crude rubber is now selling 
at prices at least 10 cents per pound higher than GR-S. This would represent 
an additional cost to small consumers of approximately $768,000 during the 
next year, assuming prices remain substantially the same. 

3. At least 100 persons are employed directly by this plant and many others 
are indirectly involved. Consequently, the failure to sell this plant would tend 
to increase unemployment. 

4. If this plant is not sold it would have to be placed in standby, at a cost 
to the Government of approximately $275,000 plus an additional $400,000 if it 
were ever necessary, because of a national emergency, to reactivate such plant. 
In addition, it would cost the Government approxiately $18,000 per month to 
maintain it in standby. 


Your efforts in behalf of the above legislation will be greatly appreciated. 
Very truly yours, 
W. R. PxHILwips, President. 
(A similar letter was addressed to Senator Fulbright.) 


MARCH 8, 1955. 
Hon. J. ALLEN FREAR, 


Senate Office Building, Washington, D. C. 


DEAR SENATOR FREAR: This is in reference to my conversation with you this 
morning, during which it was discussed my appearing as a witness in opposition 
to the disposal of the synthetic-rubber plants. 

In regard to the above, I wish to take this opportunity to thank you for your 
time, and I have made arrangements, as per your instructions, with Mr. Mc- 
Kenna, to appear on Thursday, March 10, 1955. 

With respect to the situation, may I suggest that you and your committee 
request and acquire from the Department of Commerce statistics and vital in- 
formation as to rubber production and consumption of both synthetic and 
natural, between the large rubber companies and small rubber companies. lt 
is felt such information would be most interesting in assisting the committee 
in determining its decision. 

We are sure the committee, on reviewing such information, will find that small 
rubber companies vitally interested and dependent on synthetic rubber, consume 
approximately 25 percent of the total production, and therefore the 20 percent 
allocated through the Disposal Act would be insufficient for their normal needs, 
and would cause them to suffer considerably as to acquiring raw material and 
the sale of their finished product. 

In addition, there is no provision that small rubber companies will actually 
receive their fair or proportionate share, which they now receive in conjunction 
with larger companies through the disposal of the rubber plants. 

Sincerely yours, 


CHARLES J. Face. 
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} Hon. WAYNE Morse, 
" United States Senate, Washington, D. C. 


+ My Dear SENATOR: Enclosed is a clipping from today’s Washington Post. Of 
’ course I know that Drew Pearson has to grind out a column every day, but some- 
| how there seems to be substance to his story. I recommend it to your attention 
as fides defendor. 

1 was fortunate enough to be present at George Washington University on 
Wednesday evening and was much impressed by your enunciation of standards 
of integrity in government and your belief in them. 

Sincerely yours, 


Monrovia, Mp., March 11, 1955. 


M. F. Kaan. 
[From the Washington Post and Times Herald, March 11, 1955] 


THE WASHINGTON Merry-Go-RouND: SYNTHETIC RUBBER SALES CRITICIZED 


(By Drew Pearson) 


Some of the facts lurking in the background of our synthetic-rubber situation 
don’t look good. 

Despite this, the Eisenhower administration continues determined to turn the 
rubber factories, built at enormous expense to the taxpayer, over to the big 
rubber and oil companies. In fact, if Congress doesn’t act, they automatically 
are sold on March 26. 

Here are some of the disturbing facts which Congress ought to take a careful 
look at: 

Low stockpile——All Government press releases regarding synthetic rubber 
reserves have suddenly stopped. They used to be published once a month but 
none since January 20. Reason, the synthetic-rubber reserve has dropped 
alarmingly. Though we’re supposed to keep 60,000 tons on hand, today we have 
only 38,000 tons, which will drop to 28,000 by April 26. (The synthetic factories 
are to be sold on March 26, delivered April 26.) 

Little companies squeezed.—The rubber companies ordered a total of 61,000 
tons of Government synthetic rubber for March; have other orders of 69,000 
tons for April. Yet the factories will produce only 61,000 tons in March and 
59,000 in April. On top of this, production will drop another 45,000 tons yearly 
after the factories are sold, because General Tire & Rubber hasn’t made a deal 
with the Government to buy the Baytown, Tex., synthetic plant. This certain 
shortage means that little companies won’t be able to buy after April. 

Only 22 tire companies consume 72 percent of all synthetic rubber. Of these, 
the Big Four alone consume 60 percent. But there are scores of other companies 
needing rubber for other purposes which may not be able to buy it after April 26. 

Bonanza for big business.—Under the terms of the sale, private companies pay 
Uncle Sam $260 million for the rubber factories. Meanwhile, the factories are 
making an annual profit averaging about $64 million. This means that if the 
United States Government kept the plants and ran them for 4 years, it would 
make as much profit as the purchase price. 

Another way of putting it: The big boys who are buying the factories pay 
for them out of profits. In the end the factories cost nothing. It’s a good 
deal if you can get it, and the companies will have it on March 26—unless Con- 
cress acts. 

“Uncle Sap.”—Though the best rubber factories are being sold, “Uncle Sap” 
is keeping the most expensive to operate—at Institute, W. Va. This will be kept 
on a standby basis, because private industry won’t buy it. In other words, the 
big boys are skimming the cream while Uncle Sap takes the curds. 

Reds march on.—Meanwhile, the march of communism into southeast Asia, 
chief world source of natural rubber, continues. 


PorTLAND, OreG., March 8, 1955. 
Hon. WAYNE Morse, 


United States Senate, 
Washington, D. C. 
We protest the sale of our synthetic-rubber plants to private enterprise at 
giveaway prices. 
J. W. GILLESPIE, 
Portland Oreg. 
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ALoHA, OreEG., March 9, 1955. 
Senator WAYNE MoRsk, 


Washington, D. C. 
Dear SENATOR: I am deeply concerned about an article in the Oregon Journa| 


March 7, which I am sending you, and hope you will do something to remedy 
the situation. 
I admire your sound judgment and the courage to stand by your convictions, 
so I know that you will take a hand in this sellout. 
Most sincerely, 


MaupE E. MILsTEAp. 


Drew PEARSON: BIG RUBBER PLANT DEAL NEAR CLOSE 





WASHINGTON.—It has been ignored in the congressional hoopla over pay raises 
and tax cuts, but the Nation’s rubber tycoons are quietly waiting for another type 
of windfall from Uncle Sam—all wrapped up and ready for delivery in 20 days. 

The prize is 11 synthetic rubber plants, built by the Government at tremendous 
expense during World War II, but now about to be sold to private industry for 
a song. 

For some time the rubber companies have cast a covetous eye on these profit- 
able plants owned by the taxpayers. But now they won’t have to wait much 
longer—due to a quirk of law and the anxiety of the Eisenhower Administration 
to “get the Government out of business.” 

In 3 weeks—on March 27—the synthetic plants will be sold at bargain prices 
to a group of private companies unless Congress intervenes to stop the transaction. 
Strangest aspect of the deal is that a great majority of Senators and Representa- 


tives, busily occupied with the tax and pay-raise battles, are completely unaware 
of what is going on. 


However, here are the facts: 

The Rubber Producing Facilities Disposal Commission, appointed by President 
Eisenhower to sell the Government’s synthetic rubber plants, sent a letter to 
Congress on January 27 outlining the bill of sale to Firestone, Goodyear, U. S. 
Rubber Co. (subsidiary of General Motors), Goodrich, Shell Oil, Phillips Petro- 
leum, and others. 

Under the law, the deal goes through 60 days later, or on March 27, unless 
either House of Congress adopts a disapproving resolution before the deadline. 
The proposed sale price for the 11 synthetic plants—about $260 million—is far 
out of line with either their original cost or their current worth. 

These factories made a profit of $73 million for Uncle Sam a year ago. And 
with the Communists now in virtual control of Indochina and inching rapidly 
down toward the vital rubber areas of southeast Asia, many military men feel 
this is no time for the Government to abandon its rubber factories. 

Incidentally, not one single small-business concern is among the preferred pur- 
chasers selected by the Rubber Producing Facilities Disposal Commission to take 
over these plants. Besides the big rubber companies, the list includes Sears, 
Roebuck; Texas Oil, Armstrong Rubber, Anaconda Copper, Endicott Johnson, 
and the American subsidiary of Dunlop Tires, Ltd., of Great Britain. 

Sid Yates, Democrat, of Illinois, a Member of the House Small Business Com- 
mittee, is making last-minute moves to stop the sale. 












Marcu 7, 1955. 
Senator Morse. 


Dear Stir: I am enclosing a clipping from the paper and am asking you to give 
it your consideration, if it is possible. 
To me this appears to be some more of the present administration’s giveaway 
policy. I would like to hear your views on this. 
Sincerely yours, 









PALMER ROBERTSON, 
Portland, Oreg. 


(The clipping referred to will be found in the previous letter.) 


Marcu 11, 1955. 
Dear SENATOR Morse: We spent 2 days this week with friends from Oregon. 
A portion of the time was spent in trying to convince them it was necessary these 
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® days to read and study all the facts concerning our national interests instead 
| of accepting one train of thought; if they did, they wouldn’t vote just because it 
| is “Ike” running. 
| Hope you receive some cooperation from them and their group. 

Another reason I’m writing is our great concern about release of rubber 
factories to the various tire companies at such low figures. With the uncertain 
world conditions we face today—with the date of March 26 as deadline—if 
Congress doesn’t act at once another big business grab is in the making. 

| know you are well aware of this and the pressure of many other situations 
like it. But we just want you to know we, too, are interested. 

Wish you the best of luck always. 

Sincerely, 
Mr. and Mrs. H. B. Kress, 
South Pasadena, Calif. 


Woopsine, N. J., March 14, 1955. 
Senator WAYNE Morse, 


Senate Office Building, Washington, D. C.: 


We are utterly opposed to the Government sale of synthetic rubber plants. 
Thus far we could get no positive assurance from prospective purchasers as to 
deliveries or price, and we are afraid this will eventually put us out of business. 
Please do your best to prevent the sale. 

BRADSTONE RUBBER CO., 
I. V. Stone, President. 


PoRTLAND, OrEG., March 9, 1955. 
Senator WAYNE MORSE, 


United States Senate, 
Washington, D. C. 


DEAR SENATOR: In yesterday’s Portland (Oreg.) Journal, Drew Pearson wrote 
about the giveaway proposal of the Nation’s rubber plants, even citing that in 
1954 they earned $73 million profit, yet are being offered in total for $260 million, 
and while you undoubtedly know about this, as a taxpayer, I wish to urge your 
immediate attention in checking into the matter. 

I am a registered Republican, but it seems to me that the big idea with the 
Interior Department and others in the Cabinet, as well as a lot of Congressmen, 
is to try to make the big boys bigger, and this at the expense of the taxpayer. 

Appreciating your attention, I am 

Sincerely yours, 


Cart J. BAILER. 


PorTLAND, OrEc., March 8, 1955. 
Senator WAYNE MORSE, 


Washington, D. C. 


Dear SENATOR Morse: We wish you to know that we are very opposed to the 
Government selling the rubber plants to private industry as these plants are 
much too necessary in case of war. Private industry would only increase the 
price of rubber and make profits for a few. 

There is too much talk of the “partnership plan”—when that plan is only to 
help the rich become richer. 

We appreciate your efforts in trying to work for the good interest of our State 
and our country. 

Sincerely, 


JEAN MOoONEEL. 
J. C. MCNEEL. 


Useppa ISLAND CLUB, 
Boca Grande, Fla., March 11, 1955. 

DEAR SENATOR MorsE: I like to think of you in a national crisis or scandal—or 
gyp. And so I turn to you as a last resort—it is getting late. Our synthetic rubber 
plants are to be handed over, lock, stock, and barrel, to the big rubber interests 
on the 26th of March (on a golden platter). Two hundred million for all that 
investment. The plants bring in a profit of more than that in 4 years. In the 
final, the plants won’t cost them anything, scot free. Gad, Wayne, don’t let 
it happen. Make them pay a reasonable price and take all them, not just the 
cream. It would be wise for the Government to retain them—the way the 
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Commies are closing in in the Far East. Please get in there and block the 
lousy deal, for God sake, if youcan. If you start the ball rolling, you will haye 
help surely. 


C. E. JEWEL. 


ScrRaNnToNn, Pa., March 12, 1955. 
Senator WAYNE Mokskr, 


United States Senate, Washington, D. C. 


Dear Senator: I am troubling you because I feel sure our two Senators from 
Pennsylvania are not in favor of my idea. I think we should keep the synthetic. 
rubber plants. To me, it seems that we are making a present of these plants 
to a few companies. I understand that the production has been cut down, thus 
creating a shortage in rubber. 

Mighty nice for those taking over these plants. 

I remain, 

Yours truly, 


Wa. Bartiey, 


Lititz, Pa., March 12, 1955. 
Senator WAYNE MORSE, 


Washington, D.C. 


Dear Senator: I see by the paper, Drew Pearson’s column as of March 11, that 
unless Congress acts to block it before March 26, the synthetic-rubber plants will 
virtually be given to private interests. Mr. Pearson figured at about 15 cents on 
the dollar. What’s the matter with Eisenhower? He should have his head 
examined. 

May I urge you to oppose this treacherous motion with all the vigor that lies 
within you. Eisenhower must be stopped before he strips the country of its 
resources. 

Then, too, I think we are meddling too much in Asia. Chiang Kai-shek does not 
deserve our support when it may ultimately drag us into a war that might destroy 
all civilization. 

Thanking you for the invaluable services you have rendered our country, and 
your bold and fearless opposition against all forces of evil. I am eternally grate- 
ful to you for that. 


JEROME K. GREINER. 


EpwWIn T. HUGHSON, 


Buffalo 2, N. Y., March 7, 1955. 
Hon. J. WILLIAM FULBRIGHT, 


United States Senate, Washington, D. C. 


My Dear SENATOR FULBRIGHT: I wish to call your attention to Drew Pearson's 
article Sunday, in which he calls attention to the sale of the Government syn- 
thetic rubber plants to private industry at about 25 percent of their value. 

How will this affect the market price of the stocks of the corporations buying 
these plants? The bulls will use these purchases to inflate the stocks of the 
corporations buying these Government plants. 

It apparently is approved by the moneyed interests to have the Government 
spend millions to stockpile materials and subsidize war material producing con- 
cerns to protect their profits, but it is wrong for the people through their Govern- 
ment to own synthetic rubber plants to protect all the people. 

The moneyed interests demand that rubber be produced to provide a profit 
for their benefit and a profit that cannot be renegotiated even though it is a 
critical material and from plants built by the Government which they maneuver 
to purchase at a fraction of their cost. 

Are these predatory interests to prevail? 

Yours sincerely, 


Epwin T. HuGuson, 
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EpWIn W. PAULEY, 
Los Angeles 38, Calif., March 10, 1955. 
Hon. J. ALLEN FREAR, 
Chairman, Production and Stabilization Subcommittee, 
Committee on Banking and Currency, 
United States Senate, Washington 25, D. C. 


Dear SENATOR FREAR: I respectfully ask your permission to file this statement 
with the committee in conjunction with our protest of the Rubber Disposal 
Commission’s proposal to award Plancors 611, 929, and 963 to the Shell Chem- 
ical Corp. 

In eaneemiae of the testimony of Mr. Connolly and Mr. Blalock at the hearing 
before your subcommittee on March 9, Senator Douglas expressed concern as to 
whether or not the Government would on rebid receive $30 million for the sale 
of the 3 plants located at Torrence, Calif., in the event they were eliminated 
from the plants recommended to be sold. 

Mr. Connolly, in his testimony, stated that Minnesota and its associates would 
submit proposals for purchase of Plancor 611, the copolymer plant, in the event 
invitations for proposals were again issued. Mr. Blalock, my representative, 
stated that if proposals to purchase were again invited, I together with others 
would submit proposals to purchase all three plants. 

Minnesota, through their representative, Dr. B. J. Oakes, president of Midland 
Rubber Corp., and I are willing to substantially increase our proposal for the 
purchase of the copolymer plant. I personally am willing to substantially in- 
crease my proposal to purchase the butadiene plant. Dr. Oakes has talked with 
a representative of a firm that submitted a substantial proposal on the styrene 
plant. This representative assured Dr. Oakes that his company would increase 
its proposal to purchase the styrene plant. 

I am confident that I, my associates, and others will bid for the three plants 
a sum exceeding the Shell Chemical Corp.’s illegal lump-sum package proposal. 

If the Senate adopts a resolution to the effect that they do not favor the sale 
of Plancors 611, 929, and 963 as recommended by the Commission, legislation 
should be passed which would enable the Commission to receive new proposals 
and negotiate new contracts for the sale of these plancors. 

Respectfully submitted. 


EpwIn W. Pauley. 


Morton BE. YOHALEM, LAw OFFICEs, 
Washington 6, D. C., March 16, 1955. 
Re 8. 691. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


DeaR Sir: I am advised that your committee, which has under advisement 
S. 691 providing for the amendment of the Rubber Producing Facilities Disposal 
Act of 1953, will have before it a proposed amendment to 8S. 691 which would 
authorize the Rubber Producing Facilities Disposal Commission, or such other 
agency of Government as might be designated by the President, to lease all or a 
portion of a fleet of pressurized tank cars which have been used in the Gov- 
ernment’s synthetic rubber program for the transportation of butadiene. ; 

The Cities Service Co., on whose behalf I write this letter, would, were these 
cars offered for rental, be prepared to lease on an annual basis a minimum of 
75 of such cars upon terms which would, among other things, relieve the Govern- 
ment of the burden of maintenance upon the cars thus leased. Since the Rubber 
Producing Facilities Disposal Act of 1953 did not authorize the Disposal Commis- 
sion to undertake negotiations for leasing these cars, there has been no occasion 
heretofore to attempt to work out definitive terms of rental; I can assure you, 
however, that leasing of these cars could be effected upon terms wholly consistent 
with the requirements of national security and of a fair and reasonable rental 
payment to the Government. 

It would not seem that the considerations of policy which ied to the adoption 
of section 8 of the Disposal Act, requiring, generally speaking, that unsold facili- 
ties be placed in standby, have any applicability to the tank cars. Nor does it 
appear that the leasing of these cars would in any other respect be inconsistent 
with the objectives of the Rubber Producing Facilities Disposal Act of 1953 or 
the consummation of the program of sale of the Rubber Producing Facilities pro- 
posed thereunder by the Disposal Commission, 
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It is therefore respectfully urged that provision be made authorizing the leas. | 
ing of these cars, and that S. 691 affords an appropriate legislative vehicle fp, | 
achieving that end. 
Respectfully yours, 
Morton E. YoHALEx 


NASHUA, N. H., March 16, 1955 
Hon. WAYNE MORSE, 


United States Senate, Washington, D. C.: 
Object to synthetic disposal program ; feel that it would jeopardize future o 
small rubber companies. 
E. COLEMAN BEEBE, 
Beebe Rubber (Co. 


GETTYSBURG, Pa., March 17, 1955, 
Hon. WAYNE MORSE, 


Senate Office Building, Washington, D. C.: 

We oppose the sales of synthetic rubber plants to private industry on infor. 
mation obtained as it will be detrimental to the independent rubber manufac. 
tures of rubber commodities. 

VicTroR PRODUCTS CORPORATION OF PENNSYLVANIA, 
JOHN L. MILLARD, President. 





DoYLEesTown, Onto, March 14, 1955. 
Re sale of synthetic rubber plants. 
Hon. WAYNE Morse, 
United States Senator from Oregon, 
Senate Office Building, Washington, D. C. 


Dear SENATOR: As one who spent over 30 years of management in the rubber 
industry I am writing to urge you and encourage you in your efforts to stop the 
sale of our (the people’s) synthetic rubber facilities built by the sweat of the 
taxpayers and blood of fighting men, when the present bids are for monopoly or 
control of the industry and mean our dependence on big capital at big profits in 
another emergency. Certainly this sale is not in the national health, safety, 
or interest and as what looks like “a big steal” should be stopped before real 
damage is done and it is too late. Republicans flush with victory are making a 
Democrat out of me too. 

Sincerely, 
EB. P. WecKESSER. 


(The following letters were submitted for the record by Mr. Fred 
Hartman. See p. 14.) 


ANCHOR RuBBER PrRopUCTs, INC., 
Cleveland, Ohio, February 17, 1955. 
BAYTOWN RuBBER & CHEMICAL Co., 
Baytown, Tez. 
(Attention: Mr. Harry Bowen.) 


GENTLEMEN: The name of your company has been furnished to us as being 
interested in purchasing the Baytown copolymer plant. 

We believe it would be a definite hardship on the rubber industry to have 
this plant shut down and put into mothballs because of the present short supply 
of GR-S and the high price of natural rubber. 

For the above reasons we sincerely agree that this plant should be sold to 
private industry. 

With best regards, 
Pau. R. MorGan. 
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CascapE Russer, INc., 
Cuyahoga Falls, Ohio, February 18, 1955. 





Cas. | $ 
for | | Mr. Harry Bowen, . 
| = Baytown Rubber & Chemical Co., 
| = Baytown, Teg. 
Mf | Dear Mr. Bowen: We have information to the effect that you are an in- 


terested party in the Baytown Rubber & Chemical Co.; also that this company 
' is endeavoring to gain control of the Baytown synthetic plants. This is 
very good news from our standpoint, of course, and we hope you are successful 
' in closing such a deal, assuming that the proposed bill permitting this trans- 
action is passed by Congress in due course. 
of ' Having been associated with the rubber manufacturing business for some 
44 years, I was somewhat disturbed when this Baytown plant was not sold 
to the General Tire & Rubber Co. While I hold no brief for the General 
d. ' Tire & Rubber Co., I do feel that smaller manufacturers like we are might 
be placed in a rather difficult position in the future concerning their needs 
for synthetic rubber. I am quite aware that the Government has seeming- 
; ly made provisions to protect this group of manufacturers provided it is 
carried out in accordance with the obligations these larger rubber compa- 
) nies are assuming in the purchase of these plants. We are, of course, com- 


for petitors of all the big companies insamuch as we manufacture camelback 

Fac. and, though we may be borrowing trouble, it seems to me that a condition 

' could arise whereby these larger outfits would find it inconvenient to fur- 

i ’ nish the smaller company, like ourselves, with the supply of synthetic which we 
might need. 


As you know, we have for over 10 years been supplied by the Baytown 

' plant with our requirements—or at least such rubber as the Rubber Reserve 

Office allotted to us, and the service we have received has been of the best. 

, This has been due largely to the relationship which we have had with you 

personally, notwithstanding the fact that we have never met and that there 

is no particular reason for you to give preference to us. In consequence, I 

would assume that we were not an exception and that your customers all 

| received the same satisfactory service which we have had over this long term of 
ber years. 


the It is my sincere hope that the Baytown plant will not suspend operations 
the and my belief, should they do so, that it will cause considerable hardship 
or on the smaller users like ourselves. Baytown operated independently could 
i be the only real friend of the “little fellows” like us in the synthetic industry. 
ty We hope you get this plant. 

pal Yours very truly, 

ya Cras. R. WETSEL, 


Vice President, Treasurer. 


od DENMAN RvusBER MANUFACTURING Co., 
Warren, Ohio, February 17, 1955. 
BAYTOWN Rupper & CHEMICAL Co., 
Baytown, Tea. 
(Attention: Mr. Harry Bowen.) 


Dear Mr. Bowen: I understand that a group has been formed to negotiate 
on buying and operating the Baytown synthetic rubber plant. 
Speaking for myself and for our company, we would be in sympathy with such an 
ng undertaking. 

; As you know, we have used quite a bit of our synthetic from Baytown and 
ve - quite a good percentage of our GRS requirements have been in the black master- 
ly - batch both regular cold rubber and oil extended. 

5 We believe that the percentage of use of these types of rubber will in- 
to crease. We believe that there are not too many plants set up to make them and 
we believe that this particular plant was in excellent shape for making these 
types of rubber. 

We know of no reason why in case you did secure the plant everything else 
being equal, why we would not continue to be a customer for a part of our 
requirements. 

Yours very truly, 


2k Cael bce A 


H. F. Wesster, President. 
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THE OHIO RUBBER Co., 
Willoughby, Ohio, February 17, 1955. 
The BAYTowN Rupper & CHEMICAL Co., 
Care of Mr. Harry Bowen, Baytown, Ter. 


GENTLEMEN : It has come to our attention that you are negotiating with the | 


Government to purchase the Baytown GRS plant and keep it in operation as , 
supplier of GRS to the rubber industry. 


We extend our best wishes for your success in obtaining this plant as it is oy, | 


firm opinion that all GRS capacity in the United States should be kept in opera. 
tion. If this is not done, we feel that there will be a distinct shortage of GRs 
in the industry. 
Very truly yours, 
Mito J. MARSH, 
Executive Vice President. 


INDUSTRIAL RUBBER Goops Co., 
St. Joseph, Mich., February 18, 1955. 
BAYTOWN RUBBER & CHEMICAL Co., 
Baytown, Tez. 
(Attention Mr. Harry Bowen.) 


GENTLEMEN : It is our understanding that a group of Texas citizens are inter- 
ested in the purchase of United States’ rubber-producing facilities in Baytown 
We, as members of the rubber-consuming industry, feel that the sale is vital to 
our industry. 

It is our hope that you succeed in completing arrangements with Congress to 
purchase this facility. 

Very truly yours, 
F. H. KAsIscHkKE, 
Vice President. 





YALE RUBBER MANUFACTURING Co., 
Sandusky, Mich., February 17, 1955. 
BAYTOWN RusBerR & CHEMICAL Co., 
Baytown, Tez. 
(Attention Mr. Harry Bowen.) 


Dear Str: We have had information that there is a possibility the Baytown 
synthetic rubber plant will not be operated under the new program to sell these 
plants to private owners. 

In our position as an independent, small rubber manufacturer who consume 
synthetic, especially the master batch types, it is very important to us that as 
many nonrubber manufacturing companies operate these plants as possible. 

It would be most desirable from our viewpoint to have the Baytown plant 
continue operations in order that we might avail ourselves of the production 
capacity entailed. 

Your attention to this matter and all possible furtherance for continued 
operation would be appreciated. 

Very truly yours, 
E. H. HENDERSON, 
President and General Manager. 


THE BarR RvusBBER Propucts Co., 


Sandusky, Ohio, February 17, 1955. 
Mr. Harry Bowen, 


Baytown Rubber & Chemical Co., 
Baytown, Tez. 

Dear Mr. Bowen: We believe that the present synthetic rubber plant being 
operated in Baytown should continue in operation. We feel that if it were to be 
closed that it might add to the present critical situation on synthetic rubber. 

As a small consumer as well as a small plant, we must be protected, and we 
feel this is one of the ways in which it can be accomplished. We must be assured 
of a supply or face the possibility of going out of production—we should not be 
placed at the mercy of the large manufacturers. 

Very truly yours, 


R. J. Dorn, President. 
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CONTINENTAL RUBBER WoRKS, 
Erie, Pa., February 17, 1955. 
BayTrowN RuspBer & CHEMICAL Co., 
Care of Mr. Harry Bowen, 
Baytown, Tez. 

GENTLEMEN : It has come to our attention that you are interested in obtaining 
and operating the synthetic rubber plant at Baytown, Tex. 

In years gone by we received rubber from this plant and would like to see it 
in operation again. We have a selfish motive, perhaps, for the reason that we 
do not own or are interested with other rubber companies in purchasing and 
operating synthetic rubber plants. 

We use a considerable quantity of synthetic rubber and we feel the more 
plants in operation the less the possibility of our being unable to secure synthetic 
rubber supplies. 

Yours very truly, 
F. R. McCarry, 
Assistant General Manager. 


THE GARLOCK PACKING Co., 
Palmyra, N. Y., February 18, 1955. 
BAYTOWN RuBBER & CHEMICAL Co., 
Care of Mr. Harry Bowen, 
Baytown, Tez. 

GENTLEMEN: From all the information I have heard it is the intention of the 
Federal Facilities Corporation to close the Copolymer plant at Baytown, Tex. 

It seems to me that this action is somewhat ill-advised due to the potential 
demand of synthetic rubbers. Unfortunately our requirements have to only a 
small extent been furnished by this plant in the past. Nevertheless it does 
appear to me that wherever possible production should be maintained. 

Yours truly, 
A. D. TRAUTMAN, 
General Purchasing Agent. 


SEIBERLING RuBBER Co., 
Akron, Ohio, Pebruary 17, 1955. 
Mr. Harry Bowen, 
Baytown Rubber & Chemical Co., 
Baytown, Tea. 

Dear Mr. Bowen: I learned today from Mr. E. P. Lambert that the Baytown 
Rubber & Chemical Co. is considering the purchase of the GRS plant in Baytown 
if the proposed legislation permitting its sale is approved by Congress. 

Seiberling Rubber Co. favors the sale of this property rather than having it 
go into moth balls, providing a satisfactory price is obtained for it in line with 
its economic value compared with other plants being sold. 

Our interest in seeing the plant operate is because we are a potential customer 
in the future for GRS beyond the amount we will receive as part owners of the 
Copolymer Corp. All reliable forecasts indicate that more GRS will be needed 
as time goes on, and it would be unfortunate to have facilities inoperable. 

Our interest in the fair price is becauSe we are a part owner of the Copolymer 
Corp. and, as such, believe that the Government’s duty and responsibility is to 
see that each of the facilities should be sold at a price based upon equitable 
economic value. 

Sincerely, 
H. P. ScHRANK, 
Vice President in Charge of Production. 





Rex-Hipe, Inc., 
East Brady, Pa., February 17, 1955. 
Harry Bowen, 
Baytown, Tez. 

Dear Harry: We are very much concerned about the fact that Baytown is to 
be put in mothballs. Our entire business setup here is based on us being able 
to obtain the X-—763 black and oil masterbatch composition, and we find no one 
else equipped to manufacture this material for us, As you know, we use about 
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5 to 6 million pounds per year, and it is going to work quite a hardship on jy 
if we are unable to continue to obtain this material from yourselves. 
Yours truly, 


A. B. KEMPEL, President. 





THE HYGIENIC DENTAL MANUFACTURING CoO., 
Akron, Ohio, February 18, 1953. 
BAYTOWN RUBBER & CHEMICAL Co., 
Care of Mr. Harry Bowen, Baytown, Tez. 


GENTLEMEN: It has come to our attention that because a sale of the Baytowy 
Rubber & Chemical Co. to private industry has not been successfully negotiated, 
it is planned to take the plant out of production of synthetic rubber. 

As a consumer of synthetic rubber and in view of the mounting price of natura) | 
rubber, this company feels it essential that the Baytown plant be kept in pro. 
duction to insure a sufficient supply of synthetic rubber. Because of the increase 
in price of natural rubber, our own company has increased the use of syntheti: 
rubber at the expense of natural rubber in order to protect our costs, and 
should synthetic rubber become in short supply, it would of course force us, and 
others, back to the use of natural rubber at a considerably higher cost. 

In consequence of the above, we are strongly in favor of any plan that wil! 
result in the Baytown plant continuing to manufacture synthetic rubber, and 
we hope you will be successful in any effort to accomplish this end. 

Yours very truly, 





W. P. KeirH, President. 





COLONIAL RUBBER COo., 
Ravenna, Ohio, February 17, 1955. 
BAYTOWN RusBBER & CHEMICAL Co., 
Care of Harry Bowen, Baytown, Tez. 


GENTLEMEN: It is our understanding that your company is vitally interested 
in the purchase of the synthetic rubber facilities presently owned by the Govern- 
ment, located at Baytown, Tex. We are small in the rubber industry but have 
definite convictions that the production of synthetic rubbers should be under 
private enterprise and not by Government-owned facilities. Therefore, we also 
are vitally interested in seeing that this last plant of the Government-owned 
synthetic rubber facilities be sold to private enterprise. At the present time, 
in somewhat normal conditions and certainly not under emergency requirements, 
the availability of synthetic rubbers is short for the most part. With us, the 
putting of these plant facilities into moth balls would without question cause 
hardship to the rubber industry as a whole and most especially a small user 
like ourselves, who cannot buy quantities that would guarantee the full produc- 
tion facilities of even a small synthetic plant. 

We urge you to do all you can in persuading the Commission in charge of 
the disposal of these Government-owned rubber producing facilities to con- 
sider very thoroughly the great advantages that could be obtained by the sale 
of this synthetic rubber plant to private enterprise and definitely disregarding 
any plans for putting the plant in moth balls. If we, as a small organization in 
the rubber industry, can be of any aid to you in this program, please do not 4 
hesitate to call upon us. i 


<p a ln Ma NGI R EE Nt LITE: a aR siete in 


ay en ALISTAIR TA AAT ES rs leat 


Yours very truly, 
A. C. CorFMAN, General Manager. 4 


DRYDEN RUBBER DIVISION, 
SHELLER MANUFACTURING CorpP., 
Chicago 24, Ill., February 17, 1955. 
Baytown Ruspser & CHEMICAL Co., 
Care of Harry Bowen, Baytown, Tez. 


GENTLEMEN : It is our understanding that you and a group of Texas business- 
men are planning to attend a congressional hearing scheduled for next week, in 
Washington, relative to reopening negotiations for the sale of the Baytown co- 
polymer facilities. 

We, as rubber manufacturers, are heartily in accord with such action, as we 
feel that Baytown facilities are most urgently needed to supplement other facil- 
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ities, to adequately take care of the rubber industry’s requirements of synthetic 
rubber. 
You have our wholehearted approval in this undertaking and we wish you 
cess in your negotiations with the congressional committee. 

Yours very truly, 


Stit 
Lit 


J.G. Root, Purchasing Agent. 


THE LANDERS CorP., 
Toledo 1, Ohio, February 17, 1955. 
BaYTOWN RUBBER & CHEMICAL Co., 
Baytown, Tez. 
(Attention: Mr. Harry Bowen.) 


GENTLEMEN : The Landers Corp. is of the opinion that the Texas GRS facilities 
should continue on an operating basis. 
Continuation of output is desirous so that the demands of industry can be 
satisfactorily met. 
Cordially, 
T. Y. Hewtert, Jr. 


WASHINGTON RUBBER CO., 
Washington, Pa., February 18, 1955. 
BayTown RugsBer & CHEMICAL Co., 
Care of Mr. Harry Bowen, 
Baytown, Tez. 


GENTLEMEN : It has been brought to our attention that there is a strong possi- 
bility of the synthetic rubber plant at Baytown, Tex., not being sold under the 
terms of the Rubber Act. We further understand that, should the plant not be 
sold, it will be closed and its production will be lost to the various manufacturers. 

In our opinion this represents a very serious threat to the rubber industry 
in general and to ourselves and other small manufacturers in particular, inas- 
much as we are relying on production from this particular plant to supply part 
of our regular requirements. 

We, therefore, respectfully suggest that this matter be brought to the attention 
of the proper Government authorities and every effort be made to complete the 
sale and transfer of this plant to private industry. We sincerely believe it will 
be to the best interest of all concerned to keep this plant producing and thus as- 
sure an adequate supply of synthetic rubber to every segment of the rubber in- 
dustry. 

Thanking you for your kind consideration of this suggestion from us, we 
remain, 

Very truly yours, 
E. L. MALone, Sales Manager. 





STATEMENT OF FRED HARTMAN, PUBLISHER OF THE BAYTOWN SUN 


Mr. HARTMAN. Mr. Chairman and members of the committee, I was invited 
here today to assure you that we in Baytown, Tex., are vitally interested in the 
continued operation of this synthetic rubber plant. 

Senator CaPeHartT. Where is Baytown? 

Mr. HarTMAN. Thirty miles from Houston on the Houston Ship Channel. 

I was asked to sum up anything that any of my illustrious predecessors have 
not done. I assure you that the senior Senator from Texas and the junior Sena- 
tor from Texas have done such a wonderful job that I want to concur in every- 
thing they have said. 

Thank you very much. 

Senator Frear. Thank you, Mr. Hartman. 

Senator DanreLt. Mr. Chairman and members of the committee, I would like 
to introduce for the record letters from the mayor of the city of Baytown, from 
the International Union of Operating Engineers, A. F. of L., from the Baytown 
Chamber of Commerce, from the Baytown Sun, from the Citizens National Bank 
& Trust Co., and the First National Bank of Baytown, as well as others. 

Senator Frear. They will be admitted into the record. 

(The documents referred to are as follows:) 
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City or Baytown, 
Baytown, Ter., March 4, 1955, 
Hon. Price DANIEL, 
United States Senate, Washington, D. C. 


Deak Mr. DANIEL: As mayor of the city of Baytown, I would like to join my 
friends and fellow citizens who have contacted you previously to thank yoy 
for what you have done for our community about legislation that would resy): 
in new bids on the unsold rubber plant in our community. 

I am sure that you have already been told of the importance of this plant 
to Baytown and Baytown people. 

Its closing would create a crucial unemployment problem and would also have 
tremendous effect upon the entire economy of this section. 

On behalf of the city of Baytown and the entire Baytown area, I respectfully 
urge that you and your colleagues do what you can to prevent this industria) 
tragedy from occurring. 

Your help will be appreciated by a grateful community. 

Sincerely yours, 
R. H. Pruetr, Mayor. 


INTERNATIONAL UNION OF OPERATING ENGINEERS, Loca 347, 
Texas City, Tex., January 24, 1955. 
Hon. Price DANIEL, 
Senate Office, Washington, D. C. 

DearR SENATOR: A situation exists here at home whereby you have a splendid 
opportunity to aid a sizable number of our members. Your assistance in this 
matter will aid in providing employment and at the same time reduce an unnec- 
essary Government expenditure. 

The disposal commission for the synthetic rubber industry has done a splendid 
job; however, they did not receive a satisfactory bid for the General Tire & 
Rubber Co. plant located at Baytown, Tex. It is reported authentically that 
they have recommended to Congress that this particular plant be put on a 
standby condition. Don’t you agree that a standby plant is an unnecessary 
expense if it could be eliminated without jeopardizing the national security’ 

We are advised that it will take congressional action to permit bids to be 
received on this plant. What we would have you do is introduce the necessary 
legislation to request open bidding for this plant. If it could be purchased at a 
reasonable price it would provide employment for our members and reduce 
expenses as previously stated in this letter. 

This plant employs approximately 250 people of which 150 are members of 
this local, the remainder belonging to other A. F. of L. unions. Some of these 
members have been employed in the plant since it started and are now approach- 
ing the age where it becomes difficult to find comparable employment elsewhere 
and there are some people who were hired with physical handicaps that would 
also find it rather hard to relocate in a comparable job. Needless to say, the en- 
tire group would appreciate your leadership in getting the bidding reopened. 

Knowing that your many other duties require so much of your time it is not 
necessary that you reply to this letter. 

With best wishes and kindest regards, I am, 

Sincerely yours, . 
G. J. LeUnes, Business Representative. 


BAYTOWN CHAMBER OF COMMERCE, 
Baytown, Tew., March 5, 1955. 
Hon. Price DANIEL, 
United States Senate, Washington, D. C. 


DeAR SENATOR DANIEL: As chairman of the industrial committee of the Bay- 
town Chamber of Commerce, I am writing you at the direction of Mr. Fred 
Hartman, publisher of the Baytown Sun, concerning the General Tire & Rubber 
Co. 

We, as a civic body, are constantly endeavoring to acquire new industry for 
our community. Our citizens contribute to the budget of our trade group for 
the purpose of attracting new industry and business to this gulf-coast sec- 
tion, and when we found out we were about to lose our second largest plant, 
we felt it more important to exert every means possible for the continuation of 
its operation. 
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Should this installation be closed, it would certainly affect a large number of 
neople and retard our economy. We understand from reliable sources that the 
plant is operating at a profit and selling synthetic rubber, which is in demand. 
' | know that you are interested in the future growth of the gulf coast region, 
and will use every resource at your command to keep this plant in operation. 
Please be assured we will appreciate your efforts. 

Cordially yours, 
JACK JACOBS, 
Chairman, the Industrial Committee. 





THE BAYTowN Sun, 
Baytown, Te®., March 5, 1955. 
Hon. Price DANIEL, 
United States Senate, 
Washington, D. C. 


My Dear SENATOR: As you know, the city of Baytown is a relatively small 
community in southeast Texas, and our resources are limited. 

For that reason, we have to depend upon our public officials at National and 
State level to furnish leadership and direction. ‘5 

That explains why Baytown people did not know about possible loss of one of 
its synthetic rubber plants prior to passing of a sales deadline on December 
27, 1954. 

We assumed that our plant, which we knew to be one with an outstanding 
production and earnings record, would be wanted by many firms in the rubber 
business. 

These circumstances that resulted in the plant not being sold along with the 
others can cause our town undue hardship. We well realize this fact, and you 
have shown by your interest in our problem in recent weeks that you too under- 
stand our problem. 

We know the Baytown Sun has had the support of the entire community in 
our efforts to interest our Washington leaders in reopening of bids that we are 
sure will lead to sale of this rubber plant. 

Thank you for what you have done and please continue to help us. 

Sincerely yours, 
FRED HARTMAN, 
Editor and Publisher. 





CITIZENS NATIONAL BANK & Trust Co., 
Baytown, Tev., March 7, 1955. 
Hon. PRIcE DANIEL, 
United States Senate, 
Washington, D. C. 


DEAR SENATOR DANIEL: Mr. Fred Hartman, publisher of the Baytown Sun, 
has requested that I write you regarding the General Tire & Rubber Co. of our 
city. 

We are vitally interested in this plant continuing its operation, as it has be- 
come an integral part of the economy of east Harris County. The plant em- 
ploys approximately 325 people, and among the personnel there are employees 
in an older age group who would encounter much difficulty in obtaining a perma- 
nent position elsewhere if the plant should close. I am informed the fiscal 
affairs of the plant are in excellent condition, and sufficient volume of business 
has been maintained by the present management to show a profit each year. 

We know that you are cognizant of our situation and will do everything possi- 
ble to keep the “whistle blowing.” 

Sincerely, 
Hueu EcuHors, Jr., President. 
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Tue First NaTIoNaAL BANK, 
Baytown, Tez., March 7, 1955. 


Subject: United States Rubber plant, Baytown, Tex., under Operation by 
General Tire & Rubber Co. 

Hon. Price DANIEL, 
United States Senator, Washington, D. C. 


Dear Mr. DanrEL: The bid which was entered by General Tire to purchase 
the above plant was rejected by the authorities in charge of receiving such 
bids. This plant has become an integral part of the very commercial life of 
the Baytown area since its beginning. Over 300 employees who are residents 
of Baytown, most of whom are now buying their homes, will suffer a financia| 
loss by the closing of this plant. 

I understand there has been a bill introduced extending the time to receive 
additional bids for the sale of this plant. I especially urge you, in your capac- 
ity as our Senator from this district, together with your colleague Hon. Lyndon 
Johnson, the senior Senator from Texas and our Congressman, Albert Thomas, 
to do everything within your power and encourage other of your colleagues to 
do likewise to have this bill passed upon favorably. I understand if this bil) 
is extended, the Government will receive several bids to purchase same. That 
would mean the plant would continue in operation, however, under different 
ownership, and no doubt would grow in importance. . 

I have been in conversation with our good mutual friend, Mr. Fred Hart- 
man, publisher of the Baytown Sun in Baytown, and he shares like views. He 
has stated that he will go to Washington personally in its behalf. 

Trusting you will do all in your power to have this bill enacted into law so as 
other bidders may be given the opportunity of bidding on the General Tire 
plant, and employees of General Tire and Baytown in general will benefit 
therefrom. 

If at any time I can be of service to you in this area, please so inform me. 

Respectfully yours, 
W. T. Buscu, President. 


(The following were ordered inserted in the record.) 
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Government-owned Synthetic Rubber Facility 


PLANCOR 611—LOS ANGELES, CALIFORNIA 


1. General information 


The synthetic rubber manufacturing facility at Torrance, California, described in this 
brochure, is one of the major units in the Government's synthetic rubber program. Each of the 
Government-owned plants in this program is now operated for the Government's account pursuant 
to an agreement between the Reconstruction Finance Corporation and the operator. Midland Rubber 
Corporation, the present operator of the facility here described, is not accorded any preferential 
rights in the acquisition of the facility by virtue of this operating agreement or otherwise. 


The facilities are now being offered for sale pursuant to the terms of the Rubber Producing 
Facilities Disposal Act of 1953. The procedure for the submission of proposals to purchase, as 
determined by the Rubber Producing Facilities Disposal Commission, is available upon application 
to the Secretary of the Commission. 


The Government's synthetic rubber program is now administered by the Office of Synthetic 
Rubber of the Reconstruction Finance Corporation. The data furnished in this brochure has been 
prepared under the direction of the Commission with the assistance of the Reconstruction Finance 
Corporation and the cooperation of the present operating contractor. While the Commission 
believes that the material contained in this brochure accurately and fairly describes the 
synthetic rubber facility at Torrance and its operation, neither this brochure nor the brochures 
relating to the other facilities in the Government's synthetic rubber program or their operation, 
is under any circumstances to be deemed any warranty or representation on the part of the 
Commission, the Reconstruction Finance Corporation or any other person. 


In accordance with the terms of the Rubber Producing Facilities Disposal Act of 1953, 
interested parties may, upon application to the Secretary of the Commission, request such 
additional data concerning the facilities offered for sale as they may require for the purpose 
of submitting purchase proposals. Upon similar application, arrangements may be made to afford 
interested persons an opportunity to inspect the facilities offered for sale, and to make such 


on-site inquiries concerning the plant and its operations as may be necessary and appropriate for 
the submission of proposals. 


This brochure does not deal with possible questions concerning a purchaser's rights and 
obligations which may arise out of patents and patent agreements and restrictions on technical 
information or on trade secrets that may be applicable to this facility. A separate brochure 
containing data on such patents, patent agreements and restrictions and outlining the Commission's 


proposed arrangements with prospective purchasers in relation thereto, will be available upon the 
request of interested parties. 
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il. Description of Facilities 


l. Type of Property 


This plant, operated by the Midland Rubber Corporation (a subsidiary of Minnesota Mining 
and Manufacturing Company), manufactures synthetic rubber from butadiene and styrene. The general 
jesign was performed by Blaw-Knox. The prime contractor was J. Gordon Turnbull. 


The construction period was from August 26, 1942, to June 15, 1943. Initial polymerisation 
started on June 14, 1943, and the first bale of rubber was produced June 17, 1943. Exhibit No. 1 
is an aerial photograph of the property. 


As originally designed and built, the plant had a capacity of 90,000 long tons of rubber 
per year. Most of the process piping and equipment has since been removed or retired from Plant 
1, one of the three 30,000 ton units, which is now in "stand-by"; however the buildings and 
structures are still in place and being used for rubber storage. The remaining two 30,000 ton 
units are capable of 89,000 long tons per year production if there is no latex production. This 
value is reduced to 82,000 long tons capacity when high solids latex, cold latex, or hot latex 


are a portion of the total production. Exhibit No. 2 is a summary of the major improvements during 
the period 1950-1953. 


2. Location 


The Torrance synthetic rubber plant is located approximately 20 miles southwest of Los 
Angeles and 3 miles northeast of Torrance. It is bounded on the east by Vermont Aveme and on 
the north by 190th Street. The southern plant boundary is the Government—owned styrene plant, 
Plancor 929, operated by the Dow Chemical Company. 


The plant is served by the Pacific Electric Railway, with loaaing and switching facilities 
for 18 baled rubber box cars, 2 latex tank cars, 13 raw materials unloading box cars, 7 butadiene 
tank cars, 6 carbon black and Marasperse cars, 3 salt cars, and storage space for 6 railroad cars. 

Exhibit No. 3 is a map showing the geographical location of the plant and surrounding area. 
3. Land, Building, and Equipment 

(a) Land 


The property contains approximately 82 acres in one plot of ground. Exhibit No. 4 is a plot 
plan of the plant. 


(b) Buildings 
There are approximately 36 buildings om the plant property, principally of reinforced con 
crete construction. All buildings are earthquake resistant. A few of the buildings are of steel or 


wood frame with corrugated iron or wood siding. A list of buildings, showing type of construction 
and floor area, is set forth in Exhibit No. 5. 


(c) Tankage 


There are about 38 major steel storage vessels, six concrete brine pits, and a concrete 
storage tank. A list of major vessels is shown in Exhibit No. 6. 


(4) Process Equipment 
Process equipment is divided among nine process units: two pigment preparation buildings, 
two reactor areas, two monomer recovery areas, two finishing areas, and a carbon black slurry 
makeup building. The major items of the plant process equipment are described in Exhibit No. 7. 
(e) Utilities and Service Equipment 


The plant is provided with equipment for water treatment, to furnish compressed air, 
instrument air, inert gas, and waste disposal. The_steam is purchased from Plancor 929, operated 
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by the Dow Chemical Company. Gas, electricity, water, and telephone services are purchased from 
public utilities. The major utilities and service equipment is shown on Exhibit No. 8. 


(f) Tank Cars 
The Government-owned synthetic rubber producing facilities include 448 Class ICC-104 AW 
pressure tank cars (not considered to be a part of any individual plant investment) some of which 
may be available for sale with this project. 
(g) Cafeteria 


A fully equipped cafeteria is located on the plant site and is operated by the Nationwide 
Food Service under contract with the Government. The cafeteria serves about 100 at the noon hour 
and approximately 250 during a full day. 
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ill. Plant Operation 


1. Materials 
This plant is designed to produce synthetic rubber from butadiene and styrene. 


Butadiene is received by pipe line from the adjacent Government-owned butadiene plant, 
Plancor 963, operated by Shell Chemical Company. Butadiene can also be received by tank car. The 


butadiene is stored in 25,000 and 30,000 gallon horizontal tanks which have an operating capacity 
about 67 hours. 


Styrene is received by pipe line from the adjacent Government-owned styrene plant, Plancor 
329, operated by Dow Chemical Company. Styrene could be received by tank car, with some plant 
changes. Styrene is stored in 30,000 gallon horigontal tanks, each divided into two compartments. 
perating capacity is about 66 hours. 


The following tables show transportation costs for butadiene and freight rates for styrene 
to this plant: 


FREIGHT TRANSPORTATION COSTS ON BUTADIENE IN 
TANK CARS FROM PRESENT GOVERNMENT PRODUCING POINTS, AS OF OCTOBER, 1953 
(Excluding Federal transportation tax) 


Cost 
From $/Net Ton 


Baton Rouge cccccecccccccccccsccccscccsccecccensccccccecececcoccecseces 44.18 
Baytown, TeXaS .cccccccccccccccccccccccescesccccescccssccececccececes 44.18 
Borger, TOXAS ccccccccccccccccccccvcccccccecsesssscsesececesscesceese 44.18 
Houston, TOZOS ccccccccccccccvcosecccovcescecccevevceoccecocesecceces 44.18 
Port Neches, Texas ccccccccccccccccecccsccescccccescecescccccccescece 44.18 
Torrance, California .cccccccccocsccccccesvecccscccccccccccesscsscuse Pipe Line 
W. Lake Charles, LQ. cccscccccccccsccccevccccccccvcccecoccesecesecece 44.18 


FREIGHT RATES ON STYRENE IN TANK CARS 
FROM PRESENT SHIPPING POINTS, AS OF OCTOBER, 1953 
(Excluding Federal transportation tax) 


Rate 


Fros S/cwt 


Kobuta, POs ccccccccccccccccccecccccccccceccecccecccescccccccccocceses 3.151 
Texas City, TexAS coccccccccccccccccsecccscccecvesscesesssecessseeese 2.231 
Torrance, Calif. ccccccccccccccccccccsscccscsccsccccecsccccccsssecess Pipe Line 
Velasco, TOXOS ccccccccccccccccccscccecccesescecccecseccececccesecece 2.231 


ther important materials required in the operation are as follows: 


Materials How Received Application 


Processing oils (Naphthenic, Tank car Added to the latex for the production 

aromatic, and highly aromatic of oil masterbatch polymers. 

oils) 

arbon blackS....secccseseceseees Hopper car Added to the latex for the production 
of black masterbatch polymers. 

MercaptanS...cccccesccccccecceces Tank car To regulate the plasticity of the 
polymer. 

CatalystS.cccccccccccccccsccccces §€©6DEUES Catalyst for the polymerization 
reaction. 

Activatore.ccccccccccccccsccsscce Activator for the polymerization 
reaction 

ElectrolyteS..ssssescoecceseccses Drums To lower the viscosity of the latex. 
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Fatty acid soap 


Rosin acid soaps 


Emulsifiers....+-+- ee 


GShortstops...eee. 
Antioxidants.....++- 


Salt (sodium chloride).......sse. 


austic soda 


Dispersing agent 
Soapstone.....- 
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Received 
Bags 
Tank car 


Drums 


Drums 
Drums 
Hopper car 
Tank car 
Drums 


Tank car 
Bags 


DISPOSAL 


Application 


Emulsifier in the polymerization 
reaction. 

Emulsifier in the polymerization 
reaction. 

Emulsifiers for antioxidants, pro- 
cessing oils and polymerization 
reaction. 

To stop the reaction at the desired 
conversion. 

To prevent oxidation of the finished 
product. 

Coagulant for latex. 

To increase stability of latex. 

To inhibit the polymerization of 
monomers in storage. 

Dispersing agent for carbon blacks. 

A tale to prevent rubber from sticking 


to the paper bag. 


Other materials used in the plant include lime, soda ash, sodium zeolite, anti-foaming 
agents, sodium nitrate and other chemicals, and bags and boxes for holding baled rubber. 


2. Process 


This plant was constructed in 1943 for the purpose of manufacturing synthetic rubber of the 
GR-S type which was primarily a copolymer of butadiene and styrene prepared at 122°F, in an 
emulsion of hydrocarbons, water and sodium fatty acid soap. The polymerization of this rubber was 
carried out in 3,750 gallon batch reactors. One of the first alterations in the GR-S formulation 
was the substitution of rosin acid soap for fatty acid soap. Later an important change in plant 
polymerization practice resulted from the development of continuous polymerizktion. The formula- 
tions were developed to the extent that emulsion polymerization was carried out at 41°F. to 
produce what is now known as low temperature rubber or "cold rubber". Oil masterbatch, black 
masterbatch, and oil-black masterbatch polymers were later produced at this plant. 


There are four main steps in the production of GR-S rubber at this plant: Preparation of 


ol 


the formula, continuous or batch polymerization, removal and recovery of unreacted butadiene and 
styrene from the latex, and recovery of the polymer from the latex. A simplified process flow 
sheet is shown in Exhibit No. 9. 


In addition, some latices are sold in the latex form, without coagulating and baling. 


(a) Preparation of Formula 


The formula for production of low temperature polymer is divided into four portions: 


The first portion contains butadiene and a catalyst. Butadiene is received by pipe line 
from the adjacent Government-owned butadiene plant, Plancor No. 963, operated by Shell Chemical 
Company. Butadiene blends are prepared by tank blending fresh and recycle butadiene. Excess re- 
cycle butadiene is returned to the butadiene plant for purification. The butadiene is pumped fron 
the tank farm through a caustic scrubber (to remove inhibitor) and into a surge tank, then 


through a meter into the charge header. The catalyst is injected just before the butadiene enters 
the charge header. 


The second portion contains styrene and a modifier which regulates the plasticity of the 
polymer. Styrene is received by tank car. Styrene blends are prepared by tank blending fresh and 
recycle styrene. Excess recycle styrene is returned to the source plant for purification. Styrene 
is pumped in through its own surge tank and meter, and modifier is injected just before the 
styrene enters the charge header. 


The third portion of the formula is the soap solution, made in a 5,000 or 7,500 gallon 
tank. The emulsifier (rosin soap) and a small amount of electrolyte, a sequestering agent and a 
dispersing agent are dissolved in @ tank of soft water and the solution pumped into a surge 
tank and through a cooler, then through a meter to the charge header, 


The fourth portion of the formula is the activator solution, prepared in a 3,500 or 5,000 
gallon stainless steel tank. Finished solution is pumped from the tank through a meter to the 
charge header. 
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In the preparation of the formula for hot polymers, there are only three solutions needed; 
diene, styrene and soap. The butadiene is pumped to a charge header. A modifier is added to 
tyrene to regulate the plasticity of the polymer. The soap solution contains only emulsifier, 
ic, and water. Catalyst solution is added separately. 


Cold rubber shortstop solution is prepared in 1000-gallon steel tanks. The solution flows 


surge tank, then (batchwise) through a pump and meter to the reactors, or (continuously) 
through a proportioning pump to the end of the continuous line. 


Continuous Polymerization (Cold Rubber Only) 


One of the two operating units at this plant consists of two independent parallel 
ntinuous chains of twelve reactors each, although facilities are still kept available for 
batchwise charging of these reactors. Materials (except activator) flow through the chiller, then 
tivator flow is tied in, and the flow continues into the bottom of the first reactor, out the 


p and into the bottom of the second, and so on. As the latex leaves the last reactor, shortstop 
w is tied in, and the latex enters an unheated blowdown tank, is pumped to a heated blowdown 
, and flows to the recovery area. 


The temperature of each of the 3,750-gallon glass-lined reactors is maintained by instru- 
nent-controlled methanol solution circulated through internal heat exchangers and reactor jacket. 
eat of reaction is carried by the methanol solution to a refrigeration building, where heat is 
xtracted by four refrigeration machines. 


The polymerization reaction is controlled by varying the amount of catalyst and activator 
rged and temperature of the last three reactors in the chain so that 60% of monomers charged 
converted to polymer by the time the latex reaches the shortstop point. Mooney viscosity of the 
ntained polymer is controlled by varying the amount of modifier charged. Residence time of 
erial in the continuous chain is 11 to 17 hours. 


Batchwise Charging 


The other unit at this plant consists of 24 reactors which can be charged only batchwise. 
Twelve reactors are fitted only for hot rubber production (cooling water only is available to 
arry away heat of reaction), and twelve are fitted for either hot or cold rubber production 
either cooling water or refrigerated brine can be used). All charge materials enter the reactor 
once, and shortstop solution is added when proper conversion is reached. Speed or reaction, 
conversion, and Mooney viscosity are controlled as described under continuous charging. Hot 
rubber charges react 12 to 15 hours; cold rubber charges, 8 to 12 hours. 


) Latex Charging 


Four of the batchwise reactors and two of the continuous reactors are fitted for batchwise 
harging of special soaps, resulting in the production (under special controlled conditions) of 
ertain types of latex which, after removal of unreacted monomers, are sold in the liquid form 

without coagulating. The two continuous reactors so used are by-passed, and a ten-reactor chain 
ised on one side of the continuous unit. 


e) Recovery of Butadiene and Styrene 


The latex in the blowdown tank is heated with direct steam and flows to the flash tank, 
vacuum flash tank, through the stripping column and to the latex storage tanks in the finishing 
area. The butadiene vapor is removed from the flash tanks, condensed, and returned to the tank 
farm for blending with fresh butadiene. The unreacted styrene is steam-stripped from the latex, 

ndensed in two vacuum condensers in series, received in a styrene decanter to remove the water 
and pumped to the tank farm for blending with fresh styrene. 


f) Recovery of the Polymer from the Latex 


After the stripped latex is received in the latex blend tanks, an antioxidant is added. 
The antioxidant is prepared in the pigment preparation building. 


In the manufacture of oil masterbatch polymers the oil is added to the latex following 
e stabilizer or antioxidant addition. An oil emulsion is prepared by mixing a processing oil, 
emulsifier, caustic soda, and water. The desired amount of oil emulsion is added directly to 
he latex blend tank through a meter. 
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In the manufacture of black masterbatch polymers the carbon black is added to the latex 
following the antioxidant addition. A black dispersion is prepared by mixing the black, caustic, 
a dispersing agent, and water. Proper volumes of latex and black dispersion are prepared in 
measuring tanks and dropped into a mixing tank. 


In the manufacture of oil-black masterbatch polymers, the oil emulsion is added to the 
latex blend tank, and the resultant mixture is measured and mixed with the carbon black slurry. 


The blended latex from the latex storage tanks is creamed with brine (a saturated solution 
of rock salt with calcium and magnesium salts removed) and coagulated with dilute sulfuric acid 
The latex is creamed in the pipeline by the addition of brine, diluted with mother liquor. The 
creamed latex enters the coagulation tank, and dilute sulfuric acid is sprayed against the creamed 
latex stream to coagulate the rubber. The rubber crumbs are fed by an automatic overflow from the 
coagulating tank to a soap conversion tank, then to a vibrating screen for dewatering. The mother 
liquor from the screen is returned to the mother liquor storage tank. This mother liquor, which 
contains 4 percent salt, is used in making dilute brine and dilute acid and for dilution in the 
coagulation tank. The rubber crumbs are reslurried with fresh water and fed to the Oliver filter 
by an automatic overflow. The rubber crumbs are then filtered on an Oliver filter, shredded in a 
Jeffrey disintegrator and fed to the drier by a pneumatic conveyor. The rubber is then dried in a 
3-pass drier, weighed and baled into 75-pound bales (90-pound black masterbatch bales). The bales 
are dusted with soapstone. The bales are then packaged in 3-ply paper bags for storage and ship- 
ment. Black masterbatch bales are not packaged. 


The rubber storage capacity, 15,000,000 lbs., consists of 36,000 square feet of available 
space, stacked one pallet high (due to floor loading limits), 40 bales per pallet, plus 48,000 
square feet of available space, stacked two pallets high, 36 bales per pallet. This excludes 
production areas, which might serve as temporary storage, and aisle and ventilation space. 


The following table indicates present operator, location, maximum annual capacity and 
classifications of polymers and latices that can be made at each of the Government-owned 
synthetic rubber plants. 


Classification of 


Polymers & Latices | Sauipped to 
Plancor Make Master- 


t 
a Present Operator 


Copolymer Corporation... | Baton Rouge, La. 
Firestone Tire & Rubber 
. | Akron, Ohio 
Firestone Tire & Rubber 

COMPANY... cscccceccees Lake Charles, La. 
General Tire & Rubber 

COMPANY... ccesccescces Baytown, Texas 
B.F. Goodrich Chemical 

Company..... . Port Neches, Texas 
B.F. Goodrich Chemical 

COMPANY. oo Keecccccccce Institute, W. Va. 
Goodyear Synthetic 

Rubber Corporation.... Akron, Ohio 
Goodyear Synthetic 

Rubber Corporation.... | Houston, Texas 
Kentucky Synthetic 

Rubber Corporation.... | Louisville, Ky. 
Midland Rubber Corpora- 





Torrance, Calif. 





Phillips Chemical Com- 
PANY oc cccccccccccsccece Borger, Texas 

U. S. Rubber Company.... Naugatuck, Conn. 

U. S. Rubber Company.... Port Neches, Texas 


Total 
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roducts 
At present this plant is producing all types of GR-S required on the West Coast except high 
lids cold latex and special types used in the wire and cable industry. Production includes hot 


end cold polymers, hot and cold latices, and oil, black, and oil-black masterbatches. There are no 
by-products. 


The production capacity is dependent upon the number and types of polymers produced each 
month and also the frequency of changing from one to another. The peak production month was April, 
1953, during which the following polymers were made: 


GR-S X-726.eeeeeeeeseeeeee COld, O11 masterbatch 1,459,511 1 
GR=<S X-729.cceecececceeees Cold, ofl masterbatch 318,824 
GR=<S X=74l.cccceceeeeeseee Cold, oil masterbatch 962,854 
GR-S X-743.cccceceeceesese Cold, oil masterbatch 413,249 
GR-S X-746..ceceeceseeesees Cold, oil-black masterbatch 1,493, 750 
GR=-S 1000...sceceeceeceees HOt polymer 5,504,079 
GR-S 1006....seceeseseeees HOt polymer 1,069, 313 
GR-S 1500..ccceceeseecseee Cold polymer 2,494, 887 
GR-S 1600....sceceseseceee Cold, black masterbatch 3,331,921 
GR-S 2000..cccscececccesee Hot latex 205,039 
GR-S 2004...ccecececeeeeee HOt latex, high solids 250, 926 
GR-S X-617..ccecseceeesese Cold latex 59,699 
GR-S Plant Clean-up....... 147,207 


bs. 


TOTAL 17,711,259 


The total gross production, 17,711,259 lbs. (7,907 long tons) includes process oil and 
black. Net rubber production was 15,227,178 lbs. (6,798 long tons). 


The production chart, Exhibit No. 10, shows the net plant production by months from 
January 1950 to August 1953, with explanation of irregularities. Exhibit No. 10 A shows the 


synthetic rubber and latex production by months and types of products for the Fiscal Year ending 
June 30, 1953. 


For market purposes the consuming industry is divided geographically into six sones, shown 
on the map in Exhibit No. ll, as follows: 


Zone 1 consists of New England, New Jersey, Delaware and that portion of New York and 
Pennsylvania lying east of a line between Rochester, New York and the junction of 
Pennsylvania, Delaware and Maryland state lines. 

Zone II includes Ohio, Indiana, Illinois, Michigan, Wisconsin, Maryland, Virginia, West 

Virginie and that part of New York and Pennsylvania not included in Zone 1. 

Zone III includes Kentucky, Tennessee, North and South Carolina, Georgia, Florida, Alabama, 

and Mississippi. 

Zone IV is comprised of Minnesota, Iowa, Missouri, North and South Dakota, Nebraska, 

Kansas, Wyoming and Colorado. 
Zone V consists of Arkansas, Oklahoma, Louisiana, Texas and New Mexico. 
Zone VI includes Montana, Idaho, Nevada, Utah, Arizona, Washington, Oregon and California. 


During the six months period, January through June, 1953, sales of this plant comprised 
approximately 11.1 percent of the total GR-S sales of the Office of Synthetic Rubber. 


The following table sets forth a comparison of the distribution by zones of total GR-S 
sales by the Office of Synthetic Rubber and shipments by Plancor 611 during the period January 
through June, 1953: 


Distribution of GR-S Sales by Zones--January - June 1953 


Total GR-S GR-S Sales Participation in 
Sales by Shipped Total GR-S 
Office of Synthetic by Shipments by 
Rubber Plancor 611 Plancor 611 


Total and Average 
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Exhibit No. ll, previously referred to, also shows distribution of average monthly sales 
of GR-S by zones shipped from Plancor 611 for the first half of 1953. 


The sales of GR-S in the first six months of 1953 were made up of the categories which are 
listed below together with the selling prices as of October, 1953: 


9 Bho ec0ess ccccccccccoscccccsesoccee §=Mom-pignented 23¢ per lb. 
eT ee 23.25¢ per lb. 
Dibececccecocencensesee+est eoseames Se 18.25¢ per lb. 

Be cccccccccccscccccccccsccccceses 25 parts Oil Masterbatch 19.25¢ per lb. 

Secnensncecocossocancoesceconcsns: Ob SERen OiL Menteseenen 19.5¢ per lb. 
ccceececcececeseseceescccsecces« 37-5 parts oil Masterbatch 17.75¢ per lb. 
ecccesccscescccesccscccesesecess 37.5 parts Oil Masterbatch per lb. 
secccccceccccccceccescesseeseses Oil Black Masterbatch per lb. 
eccccccccccscccccccscccccscceces High Solids Latex per lb. 
secccccccccccccessccsecccscccces Medium Solids Latex per lb. 
ecccccccccccocecscscesesccsecess Low Solids Latex per lb. 


e 
nh 
. 


* 


OrrNKY OY GD 
RARRRAR 


In the past, rubber from this plant has been stored in transit to the market in such a 
manner as to obtain through freight rates. As previously stated, operations at this plant are a 
part of the integrated Government Synthethic Rubber Program and the distribution of its products 
is not indicative of the product distribution likely under private operation. 


Some of the cities in which rubber from this plant has been stored in transit together 
with its ultimate zone destination are as follows: 


GROUP ULTIMATE DESTINATION 


(1) Buffalo, New York Zone I 

(2) Akron, Ohio Zone II 

(3) Lawton, Oklahoma Zone III 
McAlester, Oklahoma 

(4) Kansas City, Missouri Zone IV 
St. Louis, Missouri 
E. St. Louis, Illinois 

(5) Los Angeles, California Zone V and VI 


NOTE: Rubber stored in the following groups will also move to the indicated zones: 


Groups 2 through 5 Zone I 


Groups 3 through 5 Zone II 
Groups 3 and 5 Zone IV 


Freight rates for shipments of synthetic rubber and latex from Plancor 611 to representa- 
tive consuming points prevailing in October of 1953 are shown in the following tables: 


FREIGHT RATES ON SYNTHETIC RUBBER IN CARLOAD LOTS TO 
REPRESENTATIVE CONSUMING POINTS, AS OF OCTOBER, 1953 


(Excluding Federal transportation tax) 


TO 70 


Alabama Delaware 


Gadaden.ccccccccccccccccccccscscces Wilmington. .cccccccccccccccccscses 
TUSCALOOSA. sescseccceccccsasececes 


RODDINS..cccccccccccccccccescesece Georgia 


ATHENS. cc ccvcccccccccccccccccccccs 
California 
LOS ANBelOS...cccccssccsccsecccces DLlinois 
CHICEQO.cccccccccccccccccccoscccce 


Connecticut WeE « cc cccccccsccececccocecece 
New Haven..cccecccccsssccesccccses 


West Haven...nccccccccccsscccescce Indiana 


BURAFt. cccccccccccccccccceccseces 
lorado 


Fort Wayne... ccccccccscccccseccecs 
DONVET. .cccccccccccccccccsccescecs Indianapolis...csccscccccssescecess 
Littleton. .cccccccccccccccccccesce Noblesville... .ccccccccccccsscceses 
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RATE 
TO 


QGhio 


Barberton....cseceseees 


Miami. .cccccccccccccccecs eccccceccces 


Pennsylvania 


Indiana. ..sssceees 
ORNRcecdccccovcccesccsccosccecososes . 
Philadelphia. .cccccccccccccccccccece ° 


Rhode Island 
Bristol. .cscccsees 
Mdillac.ccccccccccccccccsesesece Paartuset. ccccscccccccccccccccsccccce 
Detroit. rccoccccccccccccccsccceces WArTeN...ccsses 


NELAC ccccccccccecccccssseseses 


eeeeeeee 


South Carolina 
sota CHAPIBSCOR. cc cccccccccecccose eT TT Tt 
NEGPOLIS.ccccreesccccccssscees 
Red Wing. ccccccccccsccccccccecece Tennessee 
Chattanooga. .cccrccccscccscccces ecvece 
Clarksville...cccccsccccsesscees coe 
Larksd@le.scccccccescccssecccces Memphis. .ccccccccccccccescccces 


NAtcheZ. ccccccccscceccccsscceeses 


Temas — Dallasecccccccccecccccccssosece 
ANMNIDAL. cvccccescesccccccecccces DAso ev cvcvccsevccacccccccsesecceseces 


St. LoulSecccccccccscceccccescoes 169665 WhOOicccvesccccccesccsces 


er eeeeeeeeee 


New Hampshire Utah 
NASHUR. cccccccccccccccccccccscese 2415 


New Jersey 
New Brunswick...ccsccscccscccccces 2e415 
south Plainfield...wccccccccsccee 20415 
TremtO. cccccccccccscccecesesesesn S415 


New York 
BOGCOMc occccccccecccccccccccccose Se415 
BelPEAO oncenacdcs Adccasacciecees Re Vest, ait nis 
Jointed ONIN. <ancosckecsecrescuen Be tidak Sasesiscsecesecucs 


Pawlim@eccccecccoscceccceoccctcce Seeae Wisconsin 


North Carolina 
Hazelwood. cccccccccccccceccscscce 2007 


FREIGHT RATES ON SYNTHETIC LATEX IN CARLOAD LOTS TO 
REPRESENTATIVE CONSUMING POINTS, AS OF OCTOBER, 1953 
(Excluding Federal transportation tax) 


: RATE 
TO $/cwr TO 


Alabama int aanianin dnente ie cade Oelanane ss 


DOORTEEs bo bbsedesctcccdccesdaccce. Baer MORN ic cond canecesddcanccosvucas 
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Arkansas 
Butterfield ...ccccccscsccccsescses 


New Hampshire 
Berlin. .ccccccccccces 


Connecticut New Jersey 
Naugatuck Middlesex... 
Sheltom.e occcccccccvcccccsece escoe 205415 


Stratford 2.5415 eee ee 


RATE 

0 $/cwr 70 
1.8285 
2.5415 


alifornia sai 
Los A 1 0.09265 ew tor 
—" ' Beaver Falls 
Colorado Buffalo.. 
1.771 Hyde Park.... 
Tompkinsville... 
Hicksville......ssee. cceecsece 
2.5415 
North Carolina 


2.231 
2.231 


1.8975 


Indiana 
Columbia City 2.07 


Mishawaka 2.07 Oklahoma 


Ml amd ..ccccccccccescces 


Iowa 
Des Moines 1.8285 
Pennsylvania 
Maryland CaPLESIS. ccccccsecces 
Baltimore 2.5415 OaKB. ccccccscccccccccesece 
2.5415 Philadelphia......eseeeess 
POttStOWN...cccccccccceces 
Massachusetts 
Adams.... 2.5415 
Amesbury. . 2.5415 
Cambridge.....ssesscees 2.5415 
2.5415 
Chicopee Falls.. os 2.5415 Tennessee 
Fall River..cccccccses . 2.5415 Chattanooga......-. 
Holyoke.... 2.5415 Clarksville......s.e. : 
Huntington....... coe 229415 Memphis...cccccccsccccscccess 
Lynn....0.. cece pene 2.5415 
New Bedford " 2.5415 
2.5415 Texas 


W. Springfield......... eoscces ee 2.5415 


South Caroline 
Charleston... 


i Wisconsin 
Michigan 
Detroit.. 2.07 Eau Claire..... 


Mississippi Rhode Island 
os Woonsocket... 


4. Utilities and Services 


The utilities and services at Plancor 611 are electric power, natural gas, water, steam, 
compressed air, instrument air, inert gas and waste disposal. 


(a) Electricity 


Electricity is purchased under contract between the City of Los Angeles, Department of 
Water and Power, and the Government. Electric power is received at 138 KV, transformed in three 
transformers having a total capacity of 70,000 KVA to 13.8 KV and is distributed in six circuits 
to a unit substation where it is again transformed to 2300-440-220-110 volts. 
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The cost of electric power is $0.005 per KWH. 
Natural Gas 


Natural gas is purchased under contract between the Southern California Gas Company and the 
government. Natural gas is used at Plancor 611 for the laboratory, cafeteria, burning-stack pilot 
end inert gas generator only. 

The price is $0.412 per MOF under the present contract, as of October, 1953. 
c) Water 


Water is purchased under contract between the City of Los Angeles, Department of Water and 
Power and the Government and the Dominguez Water Company and the Government. 


The cost from the City of Los Angeles is $0.65 per thousand cubic feet; the cost from the 
Dominguez Water Company is $0.33 per thousand cubic feet. 


i) Steam 


Steam is produced at the adjoining Plancor 929 and is delivered at 200 p.s.i. to the 
reducing station at Plancor 611 where it is reduced to 150 p.s.i. A 16-inch line delivers steam 
to the operations from the reducing station. 


Steam has been obtained for the past year at a cost of $0.5205 per M lbs. or $0.4459 per 
MMBTU. 


e) Inert Gas 


Inert gas is produced in a Girbotol unit from natural gas. The nitrogen is compressed to 
s.i.g. 


Waste Disposal 


Storm Sewer System: The production side is divided into six drainage areas. The run-off 
from each area enters the 18" underground concrete sewer system by catchbasins or manholes and 
combines with processed industrial effluent water at the outfall storm drain. This eventually 
becomes a 42" main trunk outfall at the east side of the property. This storm sewer joins the 
effluent systems of the adjacent Government-owned butadiene and styrene facilities. The combined 
effluent streams are finally processed through a flotation and filter installation at the Knox 
Street Basin. The outfali of the Knox Street Basin is into the Dominguez channel. 


Industrial Effluent Sewer System: Underground industrial waste lines conduct the waste 
from process areas, recovery areas, reactor areas, and from the tank farm to rubber fines settling 
pits. The process area fines pass through two settling pits as do the fines, etc. from the reactor 
and recovery areas. The tank farm and pump houses effluent passes through one settling pit. There 
is a parallel settling system for each 30,000 ton unit. The effluent crosses the synthetic rubber 
plant in an open flume downstream from the secondary pits. 


Sanitary Sewage Collection System: The sewage collection system within the plant is of 8 
inch tile soil pipe, and this connects with 8-inch sewage collection systems from the Government- 
owned butadiene and styrene plants which then enters a Los Angeles County collection and screen- 
ing plant. 


5. Maintenance 


The plant's maintenance department, in addition to performing repair and maintenance work, 
also operates the "utilities" or plant service equipment, and performs all janitorial and build- 
ing-and-ground maintenance work. 


In contrast to methods of turnarounds used in the butadiene plants and oil refineries, no 
complete shutdown is scheduled for plant repair and maintenance purposes. 


About 5 percent of maintenance is handled by outside contractors, and the remainder is 
handled by the plant crew. The plant maintenance facilities comprise a machine shop, welding shop, 
pipe shop, instrument and electric shop, carpenter shop and tool room. Major items in the machine 
shop are 16-inch lathe, 21-inch lathe, shaper and drill press, power hacksaw and traveling hoist. 
Major items in the carpenter shop are band saw, rip saw, jointer and drill press. Necessary 
accessory machines are in the welding, pipe, instrument, electric and sheet metal shops. 


59961 O—55——3a 
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IV. Organization and Administration 


l. Personnel 


The normal manpower requirement at this plant, at full scale operation, is about 600 en- 
As of September 30, 1953, there were 513 employees distributed as follows: 


Number Total 


C Manager. cecccccccccscceseces 
Plant MANAZer. .ccoscccccccscccccccccccessesessessesesseseeseese 


ecretary & Steno Clerk.... 


CORR RHEEREEE OH EEE HEHEHE EEE E OED 


COCO OEREEEEE EH EHEEEEEEEEEEEE HEHEHE EEE 


rod atian ~~ + 
Production Supt. CORO e eee meee eee EEE EEE EEE EEE EEE EHEEEEEeeeE® 


FONETA] FOTSMAMs . cccccccceccccsscccessccessesssscsecesssesesecseseses 
Lt FOTOMON. ccccccccscccccssccececessescccsessscccssceseesessesesces 
Steno ClErkS. .ccccccccccccceses 


PETALOTS.cccsess . 


COCO EEHEEEEEHEHEEEEEEE HEHEHE TEER EH EEE 


CORREO EEE EEE EEE EEE EEE EEE EEE EEH EEE HEHEHE 


EPEC E EEE EEE O EEE HEHE EET EEE EERE 


Pee eee eer ese eeeeeee 


see eeeeeeeeee 


eRe 
° 
Ww 


SOOPER EERE EERE RHEE HEHEHE HEHEHE EEE EEE 


ENGINEERING & MAINTENANCE 
Plant Engineerssscccccccccccesecccsccseccesccccccscosoccececceccveees 
Staff Engineers. cecccccccsccccvsccsevesseceseccecsessecccecsevecececes 
Project Engineers. .cccccccccccccccccccsccvcsccccvcccecececcccccoccees 
Draftemen. sc .ccccccccccccvccccccecccscocccessecccccscscovcesesceossces 
Steno & Engr. Clerks... 
Master Mechanic...... 


FOPOMONs coc ccccccccceccccececceeseeesecsesoccececeeseeseeccescoceeccs 


Carpenters..ccscccccceses 


COREE REE EEO EEE EEE EEE HEHEHE EEE HOES 


COCO ERE OEE EEE EEE EEE HEHE EHH EEE HEED 


COCO EEE EEE EEE HEHEHE EEE EHR EH OEE 


NNN wun 


Electricians. .ccccccccccccccccccecccccecsbescseseevececcceceboocveves 
Repair Mechanics..cccocccscccccccccccevcccccsccccccccceccesccccccoccs 
Painters..ccocccccccccecese 
Pipefitters. .csccccccese 
Sheet Metal Workers.... 


Welders...ccsccceee Cece eeersereseessesesseseeseeeesseoees 


Instrument Repairman. ...ccccccccccccccccceccccessccscesseccvesccesece 
LleTS.ccocccceses Ooo eee ree rescore eeserereeseereesseseee 
Utility Opers.(Water Purif., Cooling Tower, Water Pumphouse)......... 
jeneral Service (Janitors, Vessel Cleaners, Truck Drivers, etc.)..... 


wre 


NR 
UWaADOa~a~ 


OOOO REE EEE EEE E EEE HEHEHE EEE HEHEHE EEEE 
COOP OREO RE HEHEHE EEEH EHH EOED 


eeeeeereeree 


we 


eee eeenereee 


3 we 
we 


LABORATORY 
CREEK GROTEBS. occccocconcsevedocccbesesepesasbodederencccoccesoesoses 
Laboratory Supervisors... ccocccccccccccccescvctccssccescescecoseccecee 


ABRIL SEB e 0 0000000000000 0c66beccesesesweeccesssecdsec secescoccccccecoces 


Technicians. .ccccccccceccece 


Statistician. secccccccscescccccccccceccvesvccscocccccesevescosecceoes 


Steno Clerks. .csccccccccccees 


Jur Swu ws 


COOH EEO EEE HEHEHE EHH HEHE EHH E HEE 
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MATERIALS & TRAFFIC 
Superintendent, Mat. & Trafficccccccccscccccccescccccsescccsesves 
Steno Clerks & Billing Clerk. .ccccccccsccsesccscseccscvccscescess 
Truckere & Laborers (Shipping)...cccccocccsccceccccccccvcveccccceseces 
Receiving & Stores ClErkS.cccscccceccccccccceccssesccceeseessssesess 
Truckers & Laborers (Receiving)...csccccsecseccccccccsccsccecccsccees 


PERSONNEL 
Personne] DirectOPr..cccccccscccccecsccsesccseccessccessessesesesssees 
Personnel ASSistant..ccccccccccccccccccceccccessccessssesesessesesese 
Secretary & Steno Clerk. cccccccccccccceccccccescssccsces 


eee eeeenerere 


SAFETY 
Safety Director... ccccccccccsccccccccsececcccesecseesesecceseeceeees 
Safety Inspectors. .ccccccccsecccsccsccsesescesecsses 


StenO ClOTK. cccccccccecccsccsccccceseeescsccssesssseceeee 


NUPBO. ccccccccceccccecc cee ec cece ces eereesesesccecceresceeeeceseeees 
Fire Chief. ccccccccccccccccccsccccceccccceseccccssceccesececcesesces 
Fire & Safety Matic coccccccccccccccccccsccccccccccesecsscccccecesesese 
Police Chief. .cccccccccccccccecscccescecesecccceccceses eccccccecceces 


POLICS GUaTdB. cccccccccccccccccecccceseccccceeseseececcceececes 


~ 


Reo Merrie 


ACCOUNTING 

Chief Accountant. cccccccccccccccceccccecccccccccccceseccceocecse 

Asst. Chief Accountant. cccceccccccccccccccccccesccccccccsccscsesseses 
SOCTOCTATY. occccecccccccccecccccccececescccceseccecocecceecececceseees 
Accts. Payable Supvr. & ClerkS.cccccccccccccccscccccesesceccecesceses 
Fact. Ledgr. & Cost Acctg. Supvr. & ClerkS...ccccscccsccccccecesseces 
Payroll Supvr. & ClerkB.cccccccccccccccccccccccccccccccccescescsesses 
Order~-Stemo=File. ccccsccccccccccccccccsceccececcccscccecccsescecceces 
Asset Property Records. .cccccccccccccccsccccccsccccccccccesescccecens 
Office Service (Receptionist, Mail Clerk, Telephone Opr., Steno Clerk) 


FNWOR WHE PY 


PURCHASING 


Steno=-Purch., & ROC. ClOPEB. cocccccccccvcccccccvcccccececeecescccoecee 


TOREL. vecccccdscocccvevcccecccscccecceceececccccdcoccecce 


2. Labor-Management Relations 


Approximately 75% of the employees of this plant are represented by labor 
unions as follows: 


Employees in 
Bargaining Unit 


International Union of Operating Engineers, AFL...csccccccecessecoes 


Brotherhood of Painters, Decorators and Paperhangers of America, AFL 


International Association of Machinists, AFL...scccsceccssescssssves 


International Brotherhood of Electrical Workers, AFL...sssscecseeess 
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United Brotherhood of Carpenters and Joiners of America, AFL.... 


United Association of Journeymen & Apprentices of the Plumbing 
and Pipe Fitting Industry of the U. S. and Canada, AFLe.sscsceee 


Total... 
3. Wage Rates 
Typical hourly wage rates, as of September 30, 1953, were as follows: 
Production Department Rate per hour 
Operators $1.97 to 2.20 
Shipping & Receiv Dept. 


Warehousemen 
Stores Clerks 


Laboratory Dept. 
Technicians 1.75 and 1.80 


General Service Dept. 


Vessel Cleaners 1. 
General Labor 1. 


79 
66 


Maintenance Dept. 
Craftsmen 


4. Safety 


From January lst, 1951 to November 1, 1953 this Plancor's employees have worked approxi- 
mately 3,046,117 man hours and have experienced 3 fatalities, none of which were attributable to 
faulty equipment or process. The accident frequency is 2.29 injuries per million man hours ar 
compared with an average of 5.10 in the chemical industry and 9.67 in the refining industry as 
indicated in the National Safety Council statistics. 


The safety office, medical and first aid facilities consist of one private office, one 


general office, one consultation room, one storeroom, one general treatment room, one combination 
bedroom and treatment room and one 2-bed bedroom. 


First aid treatment is supervised by one registered nurse Monday through Friday, day shift 
only. On the second and third shifts, and all shifts on Saturday, Sunday and holidays, medical 
and first aid treatment is given by plant guard sergeants or safety inspectors who all carry valid 
American Red Cross First Aid Cards and have also been trained by the plant nurse. All firemen, 


safety inspectors and most of the plant guards have also received American Red Cross First Aid 
training. 


Two medical groups located 4 miles from the plant are available 24 hours a day for medical 
services. 


There are 5 hospitals in the vicinity: Torrance Memorial, Torrance (5 miles), Gardena 
Hospital, Gardena (5 miles), Harbor General, Torrance (2 miles), Seaside Hospital, Long Beach 
(10 miles) and St. Mary's, Long Beach (15 miles). 


5. Fire Protection 
There have been no serious fires at this plant since January, 1951 when the plant was re- 


activated, the greatest loss from any single fire being $300.00, The fire protection system is 
fed by water under 85 lbs. pressure from a 24" City of Los Angeles line and, in emergency, by 
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yater under 60 lbs. pressure from e 16" Dominguez Water District line. Two booster pumps are 
svailable for increasing pressure. 


Additional fire-fighting equipment consists of one 1946 International fire truck equipped 
vith e 500 gpm pump, and necessary hose and nozzles. In addition, there are several sizes each of 
TC, Dugas and CO2 extinguishers, gas masks, stretchers, canister vapor masks, and fresh air 
blowers with masks. 


The plant is equipped with automatic sprinklers having standard alarms. Spray systems, 
manually operated, protect light hydrocarbon pumps, 


The driers in the process buildings are protected with both steam snuffers and automatic 
sprinklers. In addition, the black masterbatch driers are equipped with automatic temperature 
alarms which are connected to the fire system. The roof of this process building is also equipped 
with a deluge system above the black driers. In case of a serious emergency the two Government- 
owned adjoining plants are on call through a mutual aid system with additional fire trucks and 
equipment. 
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V. Financial Data 


This plant has been operated for the account of the Government as an integral part of a 
program-wide operation. In addition to its overall administration of the Synthetic Rubber Progran 
as a governmental activity, the Reconstruction Finance Corporation has centrally administered 
certain aspects of plant operations without the allocation to plants of the related costs. Among 
the services referred to are certain phases of materials procurement, sales and credits, and 


research and development, along with legal and accounting services of the type normally per- 
formed by a home office. 


The accompanying financial data applicable to this plant are based upon reports prepared 
by the operator from plant accounting records maintained in accordance with generally accepted 
commercial accounting practices applicable in the circumstances. The control devices employed in 
the administration of program operations include outside audit of the plant accounts and records 


at least annually by independent public accountants under engagement by Reconstruction Finance 
Corporation. 


Generally speaking, however, the practices which have governed the accounting for revenues 
and the allocation of costs beyond the plant production level have been geared primarily to 
reflect operations on a program-wide basis, rather than by plant, in a manner to meet the needs 
of overall program administration. Accordingly, no attempt has been made to allocate to individua 
plants the cost of administering the Synthetic Rubber Program, interest expense, or other expenses 
and losses incurred in the Washington office. 


In addition, revenues derived from the sale of rubber have been allocated entirely to th« 
plants producing finished rubber. The butadiene and styrene plants reflect no revenues, in the 
conventional sense, for the reason that such plants were supplying a basic raw material to the 
plants producing finished rubber. As hereinafter explained, butadiene and styrene are included in 
GR-S plant costs prior to March 31, 1952, at program-wide cost of production and subsequent there- 
to at the cost of production of the particular plant from which supplied. 


Consequently, no conventional balance sheet or profit and loss statement for the plant is 
included herein, since the cumlative results of operations and other financiel aspects of 


program-wide operations would have no proper application to individual plants imnder private 
ownership and operation. 


However, there is presented as Exhibit No. 16 a comparative statement of operations of the 
Government Synthetic Rubber Program for each of the fiscal years ended Jume 30, 1951, 1952, and 
1953, reflecting the results of operations on a program-wide basis. This statement includes types 
and amounts of expenses and losses not identified with, or allocated to, individual plants. 


With respect to this particular plant, pertinent data relative to the investment in prop- 
erty, plant and equipment, production costs, and the major types and quantities of end-product 
produced are set forth, in appropriate detail, on the appended exhibits listed below: 


Title Exhibit No. 


Property, Plamt amd Equipment csc ccdtsvesccocccedccccscccesoecvcsecese 12 
Construstion Work in Proagreee scecsccnccdecssccccnccccevececcccesccece 13 
Summary of Plant Production CoBtS ....ccccccccccccccccccccevsscccssecs 14 
Details of Plant Production Cost ...cccccccscccccccccscccccccccccevcecce 15 

These exhibits and other financial data related to this plant are discussed under appro- 
priate headings in the following paragraphs of this section. 


Property, Plant and Equipment 


As of June 30, 1953, the gross investment in property, plant and equipment, at cost, aggre- 
gated $15,995,000, including property reported surplus to the plant needs having in that year a 
net book value of $73,000. Included in the gross investment is the remaining equipment (in standby 
status) of a cannibalized 30,000 L/T unit (1/2 of which was completed and operated for a short 
time) consisting of process piping, electrical system, vessels, non-depreciable property, etc., 
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he amount of $1,583,000. The second half was never completed and was cannibalized 
-ovide equipment for the Program. The first half was cannibalized in 
nal cold rubber capacity in the Program. 


Exhibit No 12 shows, by fiscal years from January 1, 1946, a breakdown of the aggregat e 
nvestment by major property classifications, the totals of additions and i nts, and (as 
ementary information for ready reference) labor and material e nm for mai intenance 
d repairs applicable to the production department only. The gross investment reflecte 
eginning of the period (January 1, 1946), in the amount of $15,248,000, is substantial 
sentative of the original construction cost. The value applicable to property reported s\ 
t needs and subsequently disposed of is included in the amount shown 
fers and disposals during the year in which sale, transfer, or other final d 
yas effected. 


The amounts expended on Construction Work in Progress at June 30, 1953, 
mts authorized for each uncompleted project, are reflect on Exhibit No. 1 


preciation Accrual 


Depreciation charges aggregating $7,644,000, have been accumulated for accounting purposes 
against the property, plant and equipment remaining in service at Jume 30, 1953, through the 
application for such purposes of depreciation rates determined early in the Program without the 
benefit of operating experience. Generally, such depreciation rates were applied to groups of 
assets on the composite rate theory of average life of the facilities making up. the groups. As 
the Program progressed, and as asset groups still in serviceable condition became fully depre- 
siated on the accounting records, it became apparent that the depreciation rates thus established 
were excessive, However, no revision of the rates has been undertaken. In addition, the appli- 
cation of the rates was continued against the original cost base of the respective asset groups 
without regard to portions thereof on which depreciation had been fully accrued. The combination 
of these factors has had a tendency toward the accumulation of excessive depreciation charges. 
Accordingly, it is apparent that the depreciation accrual of $7,644,000, as compared with gross 
plant cost of $15,995,000, is not necessarily an indication of the plant condition at June 30, 


1953 


Net Working Assets 


An analysis of the investment in net working assets at this plant at Jume 30, 1953, is as 
follows: 


WORKING ASSETS 


OE Di cicadas conchhabesstpenne+s $ 159,536 
ROCCLVEDLOS .ececccevcscccsecesescsesecs ° cove 2,254,704 
Prepaid and Deferred Charges .....cseccsceccrcsececes 55,850 
Inventories: 

FPinmiehed Rubber ..ccccccccsccccccccccccceccccessece 

Work Im ProceSs ccccccccccccccccecsccccscccccsocecs 

Raw Materials, Chemicals, OtC. ..scccccsscscccscens 

Operating Supplies, Spare Parts, Tools .......ees4. 

Items Surplus to Plant Needs ....cccescesccseses 


Total Inventories .....ccccesccsccssccsesssscessers 


Total Working ASSETS ....cecscesccsvccessesecscceeese 6, 588 , 467 
Less: Tiabitities 798 ,841 


Net Working Assets ...ccccccccccncccccsscesecs $5, 789 , 626 


The bulk of receivables represents billings for the sale of rubbers, due a maximum of 30 
days from billing date. Inventories of work in process and finished goods are valued at the cost 
f production, on a first-in, first-out basis. Inventories of raw materials are valued at the 
purchase or transfer price, plus freight, on a first-in, first-out basis. Inventories of chemi- 
cals, operating supplies, parts and tools are valued at the average purchase price for each class 
of materials on hand. 


The investment in net working assets, as reflected above, is not necessarily representative 
of the average amount which may be required under private ownership and operation of the plant. 
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Plant Production Costs 


The conversion costs shown in Exhibit Nos. 14 and 15 represent costs actually incurred 
production operations at the plant level but, as aforementioned, do not include the cost of 
administering the Synthetic Rubber Program, interest expense, and other program expenses and 
losses incurred by and recorded in the Washington office. In addition, such costs do not include 
provision for depreciation of the plant. 


Summary of Plant Production Costs 


A summary of plant production costs, together with production quantities and monomer 
utilization for each of the fiscal years ended June 30, 1951, 1952, and 1953, is presented as 
Exhibit No. 14. Overall production and cost totals shown on the exhibit are summarized as follows: 


1951 
Production Volume 
GOES. coccccescccvecccscesens 33,850 LT 71,811 LT 
Incremental: 
Fram AGGOd Blass .cccccccccccccccscevess 
Prom Added O01p ..ccncccccccccccesscocsess 918 LT 
Incremental .coccccccccccccccccccecoveses aoa LT 
Bet GieS .coccccccccccceseccssescoosesesocs | _ 33,850 LT ___ 850 LT | 803 
Production Cost 
GPOBS .covcccccccoceccecs . $14, 360,100 $29,652,100 
Incremental: 
Of Added Black® ....cecccccccccccesecesccs 
Of Added Oils .. erececccccccescoecs “69,800 


Net GRS ..ccccccccccccccccvecscoceccosocese $14, 360,100 $29, 582,300 


Cost Per Pound 


GFOSS coccecvccccccececccccesecvoscseccecne 
Incremental: 
From AGGed Blacks .cccccccccccccccccesces 
From Added O118 ..ccccccccccccccccssecece 


Incremental 


CORRE ROHR HERETO eee ee 


Mat GheS ..cccccccesecccssccococesscececeos 


As reflected in the exhibit, a principal factar in the variation in the average production 
cost per pound among the three years was the cost of butadiene consumed. During the period from 
July 1, 1950 through March 31, 1952, the cost reflected is based upon standard transfer prices 
approximating average program-wide cost of production, plus freight, including relatively high 
cost butadiene produced from alcohol. The transfer prices applied are as follows: 


Transfer Recycle 
Period Price Credit 


July 1, 1950 through January 31, 1951 ....sese0. 8.50¢ 7,.00¢ 
February 1, 1951 through March 31, 1952 .......- 16.00¢ 14.00¢ 


The cost of butadiene consumed during the period April 1, 1952 through June 30, 1953, is 
reflected upon the basis of transfer prices approximating the monthly cost of production of the 
particular plant from which supplied, chiefly the government-owned butadiene plant (Plancor 963), 
operated by Shell Chemical Corporation, at Torrance, California. 
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The average cost of styrene did not vary as sharply as butadiene; however, the same gen- 
eral pricing policy applied over the period mentioned. 


The incremental costs of oils added in the year 1952 (2.95¢) included a portion of plant 
overhead and plant experimentation expense whereas, pursuant to instruction, the 1953 costs of 
placks (12.04¢) and oils (2.98¢) are limited to the costs of added blacks, oils and chemicals, 
and operating labor. 


The yield figures reflected om the exhibit for butadiene and styrene represent, in each 
instance, the ratio of long tons of net GR-S produced to the short tons of butadiene and styrene, 
respectively, consumed, 


Details of Plant Production Costs 


Details of costs charged to plant production operations during the fiscal year ended 
June 30, 1953 are set forth in Exhibit No. 15. These data include for each production class the 
individual elements comprising materials and conversion costs. The exhibit also shows quantities 
and average per pound costs of the raw materials consumed, and chemicals used in conversion. 


Certain elements of operating expenses, included as a part of conversion costs, would be 
different under private operation. As previously stated, the costs reflected at the plant level 
do not include provision for depreciation, and taxes and insurance expenses are affected by 
certain conditions of government ownership. In addition, the plant operating expenses do not 
include any charge for royalties on process patent rights which may be involved under private 
ownership. However, the plant operation expenses do include a management fee paid to the operatar 
in accordance with the contract for the operation of the facilities. This element of cost under 
the Government Synthetic Rubber Program is accounted for as an operating charge to the particular 
facility. 


Taxes 


As of the real property taxes levied against this plant for the last year taxes 
were paid (1952) is as follows: 


Average Gross 
Tax Assessed Tax Rate Amount 
Authority Valuation of Tax 


County of Los Angeles ......sccsescccsceses $2,747,540 $181,500 


Insurance 


The ineurance expense incurred by this plant under government operation is limited to 
premiums paid on the following types of insurance: 


(a) Workmen's Compensation and Employers’ Liability Insurance, including Occupational Diseases; 
(>) Comprehensive General Liability Insurance (excluding property damage); 
(c) Comprehensive Automobile Bodily Injury and Property Damage Liability Insurance. 


The total insurance cost for this plant was approximately $52,000 for the fiscal year ended 
June 30, 1953. 


The Government generally follows the practice of self-insuring other types of risks, and no 
charge to plant production costs is reflected on the appended exhibits for the equivalent premium 
costs or losses, The losses incurred in the Program as a whole are shown on Exhibit No. 16. 


Maintenance and Repairs 


Expenditures for labor and material for maintenance and repair are shown in the following 
table for each fiscal year. The amounts reflected are for the production department only, being 
exclusive of such expenses charged directly to auxiliary service departments. 
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Maintenance and Repair 
Labor Material 


(Thousands of Dollars) 


$145 
60 
53 
10 
64 313 
172 
242 1,054 


$2,634 $746 $3,380 


™ 


The segregation reflected between labor and materials for the years 1947 through 1950 has 


been computed on the basis of the ratio of actual labor and materials shown for the years 195] 
through 1953. 


Generally speaking, the costs reflected for maintenance and repairs include expenditures 
for alterations (including ordinary rearrangement and relocation of plant equipment), renewals, 
replacements, and betterments unless such expenditures were expected to result in an increase of 
plant efficiency or productive capacity, or materially to prolong useful service life. In the 


latter event, such expenditures were capitalized as a part of the investment in property, plant 
and equipment. 





RUBBER FaCILITIES DISPOSAL 





RUBBER FACILITIES DISPOSAL 


MAJOR IMPROVEMENTS SINCE 1949 
1950 

ton unit to low temperature polymerization. 
1951 


ies for the production of Carbon Black Masterbatch. 
ilities for stockpiling 90,000 gallons of rosin soap. 
8 en-au carbon steel trays in six stripping columns with stainless steel trays, 


1952 


Installed material and equipment necessary for Oil Masterbatch production on one 15,000 ton line, 
Installed latex transfer pumps and piping for cold rubber blowdowns. 

Installed plate coils and connecting piping for cold rubber reactors. 

Installed twelve water-tight doors in the sides of twelve blend tanks. 

Purchased one heavy-duty tractor type skip loader. 

Purchased stainless steel and mild steel dryer flights. 


1953 


Installed facilities necessary for production of low temperature polymerization in one 15,000 ton 
unit. 

Replaced existing Hills-McCanna proportioneering pumps with centrifugal pumps and flow control 
equipment for the 30,000 ton cold continuous unit. 

Installed open drains in two reactor areas and one recovery building. 

Installed one 4" latex transfer line between process areas. 


1953 


Built two finished product warehouses having total area of 60,000 square feet. 

Provided back flow preventative facilities in reactor areas. 

Purchased and installed facilities for production of GR-S 2004 latex. 

Installed overhead type steel doors and fusible link-type doors for warehouses. 

Replaced coagulator feed latex pumps in process building and installed latex transfer pumps. 
Installed fixed spray protection system in transfer pumphouses and in reactor and sere areas 


covering monomer pumps, etc. 
Purchased two fork lift trucks and 3,000 pallets for use in new warehouses. 
Revised shortstop facilities in cold rubber reactor area. 
Modernized existing method of handling plant clean-up and wet rubber. 
Installed new 4" latex line between process areas. 
Revised obsolete seal water system in one recovery area. 


Installed additional styrene and butadiene charge piping to permit simultaneous production of com 
mercial latices and continuous cold rubber. 
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PLANCOR 611 
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MAJOR BUILDINGS 


Process and Rubber Storage Buildings (3) 
Reinforced concrete floors and walls, concrete beam and column supported 


floor, wood-truss-supported roof, gypsum plank deck with 4—ply cover... 
Recovery Buildings (3) 

Reinforced concrete walls and slab floor, first level. Reinforced concrete 

floors, columm-supported on open second and third levels.....ssessessees 
Reactor Buildings (3) 

Reinforced concrete slab floor, second and third floors supported by reinforced 

concrete columns. Leboratory and control room area enclosed by reinforced 

concrete walls, remainder of building open... .cscccsccccesccccccsecccssseveses 


Pigment Prey ares and Storage Buildings (3) 
Reinforced concrete walls and columm-supported floor, wood-truss-supported roof, 


gypeum plank deck and 4—ply COVED. .cscscsccccsecceseseesseccsesesece 
Administration Buildings (2) 

Reinforced concrete walls and slab floor, wood-truss-supported roof, gypsum 

plank deck with 4—ply COVer..cccsccccescccessccccsccccees 
Receiv. and Stores Build 

Reinforced concrete walls and slab floor, wood-truss-supported roof, gypsum 

plenk Geck with 4=plY Cove ecccccccccccccccccecccccsccccccccccecececescocce 


afeteria and Machine Shop Building 
Reinforced concrete walls and slab floor, wood-truss-supported roof, gypsum 


Plank Geck with 4-DlY COVER s ccccccccccceccccccccceccceeccesccecescoasecece 
Laboratory Buildings (2) 

Reinforced concrete walls and slab floor, wood-truss-supported roof, gypsum 

Plank Gesk WLGE 4-BlF COVER ce cccccccvcccccvccdescceceovescececccccocvessesce 


Gate Houses and Hospitals (2) 
Reinforced concrete walls and slab floor. Wood-joist-supported roof, gypsum 


Plank Geek WEG Gale GUE ccc cccccescccccccccnssbcccceececcescecccctsecescecoecs 


ses and Utility Building 
Reinforced concrete walls and slab floor, wood-joist—supported roof with 4-ply 


COVED cece sees ewes eee reser ee esse HEE ee ee ee EEE EEE EH EsEEEeeeeesees 


Refrigeration Building 


Reinforced concrete walls and slab floor, wood-truss-supported roof, gypsum 
plank deck, 4—ply cover. Annex is same construction except roof is steel-beam- 
supported with wood sheathing and 3—ply COVETr...-.sccscccccccccccsecsscceses 


Carpenter Shop and Storage Building 
Wood frame, concrete slab floor, joist-supported gable roof with composition- 


GHINGIOS COVEF. cosveccsccccecceccccccsccvecccccccsecccecececcccoccceecoececnceccees 


Carbon Sl Preparation 
ire concrete walls and slab floor. Steel—beam-supported roof with 3-ply 


COVED OVEF MOTE] AOCK..cccevesccccccvcvesscsccesessessesesssssescsesesseesees 
ineer Field Office 

Frame 1d wood floor and roof, exterior walls stucco, interior beaver 

board, built-up 3=ply composition Toof..ccccccccccccccccccccccccecseccccscceceees 


Instrument Storage Ht 
‘ood frame walls and gable roof, Slab L1O0T..cccsesccececccccsccesccccesssesseses 


Rubber Storage Buildings (2 
Reinforced concrete walls, back-fill slab floor, steel-beam and column-supported 
roof, wood deck with 3=ply COVET..cccccccceccccccccceeseseseseessseseesssseseeses 


Brine and Water Purification Building 
orced concrete walls, roof and slab floors. Beam-supported roof with 4-ply 


COVED ese reece eee ese eee reese eee Heese EEE EP ESEEO HEE EEEEEE HESS ESSE EEEEEEEEES 


ee eeeeeeee 


eeeee eee 


eee eee eee eeeeeees 
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loor Area 


(Sq. Ft.) 


48,100 (each) 


14,140 (each) 


(each) 


(each) 


(each) 
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Exhibit No. 
Page 2 of : 


Floor Area 


(Sq. Ft. 


roof, gypsum plank 


y cover... ocecccccccscescccseccoccseceeseseoeesess 900 


Tank Farm Pump Houses (3) 


lab floor, reinforced concrete walls and beam-supported roof with 4—ply cover.... 2,275 (eact 
sooling Water Pump House 


ab floor, reinforced concrete walls and beam-supported roof with 4=ply cover.... 7,812 


Iwenty-six-gauge steel siding and roof, steel-truss-supported, 4—inch concrete 


eer ecersereseseeeseseeeresesseseess 720 





Brine Purification 


il Emulsion Makeup 
and Storage 


igment Preparation 
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Nomenclature 
Butadiene Tanks 
Butadiene Tanks 
Styrene Tanks 


Modifier Tanks 
Modifier Tank 


Acid Tank 
Caustic Tanks 
Methanol Tanks 


Raw Brine Pits 


Oil Tank 


Soap Tanks 
Soap Tanks 
Soap Tanks 
Soap Tanks 


MAJOR STORAGE AND PROCESS VESSELS 


gals. 
gals. 


gals. 


gals. 
25,000 gals. 


15,000 gals. 
8,000 gals. 
15,000 gals. 


10' x 14' x BO! 


50,000 gals. 


50,000 gals. 
22,100 gals. 
25,000 gals. 
15,000 gals. 


Pumps and piping are provided to operate the unit. 


DISPOSAL 





Butadiene storage & blend 
Butadiene storage & blend 


Styrene storage & blend 


Modifier storage 
Modifier storage 


| Acid storage 


Caustic storage 
Methanol storage 


Raw brine storage 


| Processing oil storage 


Rosin soap storage 
Dispersing agent storage 
Rosin soap storage 
Rosin soap storage 
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MAJOR PLANT PROCESS EQUIPMENT 


Nomenclature Size or Volume 


Pigment Preparation 
Unit 
Tanks and Vessels | Soap Makeup Tanks Dissolving soap chips and 
paste 

Soap Feed Tanks 

Soap Makeup Tanks 


Nh 


Dissolving soap chips and 
paste 

| Soap Feed Tanks 

Water Charge Tanks 

Activator Feed Tank 

| Activator Makeup Tank 

Activator Feed Tank 
ctivator Makeup Tank 

Catalyst Dissolve Tanks 
ommercial Latex Soap 
Tank 

Anti-oxidant Feed 

Anti-oxidant Mix 

Cold-rubber Shartstop 

Shortstop Makeup Tanks 


NPR RRND 


Type 2000 soap 





NNNMND Fe 


To make up hot rubber 
shortstop solution 
Stabilizer Soap Tank GR-S 2004 reactions 
Colloid Mills Charlotte Mills Grind antioxidant to make 


an emulsion, 


ne 


Bartlett-Snow Mills 2 
Weigh scales, pumps, instruments and piping are provided to operate the unit. 


Tanks Water Decanters 1,800 gals, To wash the butadiene 

Caustic Decanters 1,800 gals. To remove the inhibitor 
from the butadiene 

Polymerization Unit 
Drums and Vessels | Reactors 3,750 gals. To polymerize butadiene 
and styrene 

Blowdowns 7,500 gals. To heat the latex and to 
remove some butadiene 
from the latex. To be 
surge vessel after 
reactors. 

Off-Grade Tanks For storage of off-grade 
latex. 

Butadiene & Styrene Divided tank, 4000 gal. 
butadiene, 2800 gal. 
styrene, 

Styrene Surge Tank For storage of blended 
styrene 

Foam Knock-Out Tank 

Butadiene Surge Tank For storage of blended 
butadiene, 

Coolers Soap Chillers Operate on brine 
Soap Coolers Operate on tower water 
Monomer Precoolers To precool charge material 
Refrigeration Methanol Surge Tanks Storage 
Monomer Recovery Uni 
Drums and Vessels | Flash Tanks To remove butadiene from 


the latex 





Drums and Vessels 


condensers 


Finishir 
Tanks and Vessels 


Other Equipment 
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MAJOR PLANT PROCESS EQUIPMENT—Continued 


Nomenclature 


Stripping Columns 


Butadiene Receivers 
Styrene Recycle Tanks 
Foam Traps 

Batch Stripper 
Vacuum Condensers 
Butadiene Condenser 


Butadiene Condensers 
Butadiene Condensers 


Latex Blend Tanks 


Dilute Acid Tanks 
Mother Liquor Tanks 
Brine Surge Tanks 


Coagulation Tanks 


Coagulation Tanks 
Soap Conversion Tanks 


Reslurry Tanks 
Reslurry Tanks 


Antioxidant Tanks 
Dilute Caustic Tanks 
Oil Emulsion Tank 
011 Emulsion Tank 
Commercial Latex 
Storage Tanks 
Cammercial Latex 
Storage Tanks 
Oliver Filters 


Jeffrey Disintegratars 


Airveyors 
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Size or Volume 
49'6" x 8! 

(12 trays) 
2,070 gals. 
950 gals. 

‘ 

2,400 gals. 
10,500 gals 
43" x 14! 

750 sq. ft. 


173 sq. ft. 
500 sq. ft. 


700 gals. 
1,500 gals, 
400 gals. 
7,000 gals, 
40,000 gals. 
25,000 gals. 


12,500 gals. 
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Exhibit No. 7 
Page 2 of 3 


To remove styrene from 
the latex by steam 
distillation, 

To receive recycle 
butadiene, 

To collect recycle 
styrene, 

To trap foam from the 

stripping column, 

Commercial latex 
stripping. 

To condense recycle 
styrene, 

To condense recycle 


butadiene, 


© blend latex and anti- 
oxidant. Also to add 
oil to blended latex 
for oil masterbatch 
polymers, 


| Used as a surge tank for 


saturated brine, 
[c coagulate the rubber 
rom the latex 


To coovert the soap in 
rubber to an 

axcganic acid, 

Was.. the soluble material 
from crumb, 

Wash the soluble material 
from crumb. 

Antioxidant surge tanks, 

Dilute caustic makeup. 

Storage, 

Storage. 


Starage. 


Storage. 

To separate the rubber 
from the wash water, 

To break up the rubber 
sheet to crumbs, 

To transfer the rubber 
crumbs to the driers, 
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Sargent Driers 
Adamson Baler 
Richardson Scales 
Automatic Dusters 
High-Pressure 
Accumulators 
Metal Detectars 


Black Bale Tale 
Coating Immersion 
and Hot Air Drier 


—Continued 


no. | Size or Volume 


3 Pass 
14" x 28" 
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Dry crumb rubber. 

Bale crumb = 75 1b, bales, 
Weigh rubber, 

Dust bales - soapstone, 


Maintains baler pressure, 
Detect metallic 
contamination, 


For tale coating Black 
bales, 





water Treating 


Cooling Tower 


Refrigeration 


Electric Power 


Sompressed Air 
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MAJOR UTILITIES AND SERVICE EQUIPMENT 


Nomenclature 


Obtained from Plancor 
929, (operated by Dow 
Chemical Co.) through 
a 16-inch line. 


Softeners 


Marley Company induced- 
draft system 


Worthington Centrifugal 
Machines 

York Centrifugal 
Machines 


From City of Los 
Angeles, Dept. of Water 
and Power Substation 


Worthington Electrically 
Driven Reciprocating 
Compressor 


Worthington Steam-Driven 
Reciprocating Compressor 


From Southern California 
Gas Co., Los Angeles, 
California 


From Pacific Tel. & Tel. 
Co, PBX and automatic 
dial equipment includ- 
ing 8 telephone sets 
for explosive atmos- 
pheres 








500,000 g.p.d. 


18,000 g.p.m. 


280-T electrically 


driven 
(3) 400-T " 
driven 
(1) 500-T " 
driven 


Closed system pro- 


vides 6000 g.p.m. 
at 50°F, 


Total Capacity 
70,000 KVA 


15 1/2" x 9 3/4" 
x 10" 


13" x 15 1/2" x 
9 1/4" x 13" 


PBX Switchboard 
and 147 stations 
automatic dial 
equipment 
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Reaction, recovery and 


| Qrying operations at 150 
| P-Beig. 


For process use. 


Cooling purposes through- 


| Out the plant. 


Production purposes. 


Power received at sub- 
station at 138 KV, trans- 
formed to 13.8 KV and 
distributed to unit sub- 
stations where it is 
again transformed into 
2300-440-220-110 volt 
service. 


Furnish air at 100 
p.S.i.g. 


Furnish air at 125 
p-s.i.g. 


Natural ges for restau- 


rant, laboratory, burning 
stack and inert gas 


equipment. 


Throughout office and 
plant. 
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Plant Clean-up & Residue 





—— a 
Total Oil Extended...... 1,226,642 


ack Hot 
1100. ..+seee 


1,662, 47€ 


167,319 


t+ nt 
Sub-Total. ccoceesesss 625,639 1,829,795 


| 
- — + 
Total Black...... 1,329,315 | 
11-Black Cold 

Kn T4B. .ceccescseces 





Totel Oil-Bleck....... 


atex High 


Type-2004....eesee0. 





Total Latex High....... 





Totel Latex-Low...... 











Figures in parentheses indicate subtractions, for inventory or shipping adj 
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Showing Related 
DEPARTMENT REPAIRS AND MAINTENANCE 
a 





Fiscal Years Ended June X 


——.- 





operty, Plant and Equipment: 





and Cafeteri 





Work in 





Total Operating Propert 


ty, Plant and Equipment...... 





GROSS INVESTMENT AT END OF PERIOD (As Above) 
REPAIR AND MAINTENANCE EXPENDITURES: 
For Production Department only, exclusive of Repair 
and Maintenance Costs charged directly to certain aux- 
ilie production service centers, chiefly utilities, 


ng the fiscal year ended June 30, 1953, ap- 
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Exhibit No, 13 


GR-S PLANT 
Plancor 611 
Midland Rubber Co: ration 
TORRANCE, CALIFORNIA 


Analysis of 
CONSTRUCTION WORK IN PROGRESS 


at June 30, 1953 








Conversion to Cold Rubber Plant III.......... $583, 574 
Facilities on Back-Flow Butadiene evce Loaacel 70,425 
Approved Fire Spray Protection..... ee eee 52,000 
Revise Dusting and Bag System..... . 46,720 
Rail Facilities...ccccseees secece ° 30,430 
Latex Pumps Al and A2..... 

Overhead Steel Doors...cssscccccccevcsecs e | 24, 78C 
350' Concrete Line B2—C2..scesecevees ee cee 12,771 
Shortstop Facilities Plant #2.... 10, 11¢ 
Three Centrifugal Pumps........0.. ees es eee 6,910 
Two Pull Through Tube Bundles....sescccees eee 9, 522 
Type 2004 Latex Facilities.....cesseeee eeccee 23,800 
Facilities For Handling Wet Rubber....ceccecsees ° édee 9, 786 
Latex Transfer A2 to Al.cccccccccccceses 5,879 
Facilities for Dryer Flight Cleaning......ceee. cocvesee 6,965 
Revision of Hydraulic Baling Systom..ccecsccccssccccvecccens | 7,825 
Inhibitor Facilities... .ccccccccccccccsecscccscsccccecs eee 3,751 513 


Revise Heating and Ventilating....sccccccccsvcceses 2,811 1,539 
Miscellaneous (Including Plant Level Authorizations)....... l, 6,950 


20,162 





TOTAL CONSTRUCTION WORK IN PROGRESS ...esecceccccccccsccscess $969, 626 $634,024 
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SUMMARY OF PLANT PRODUCTION C 
Exclusive of Depreciation 


Fiscal Years Ended June 30, 1951, 1952, and 19 














version Costs.. 





Production Costs 


.cremental Costs of Extenders. 





f Net GR-S Produced.... 








Added Blacks.. 


AAOG OLS. nccsscccecscenesscesscesseses 


al Increment Production. 





t Production of 

















poor quality to permit disposal at established 
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¥ 


PLANT 


PRODU 











Supervision 
jperating Supplies and Ex- 


Ma.ntenance and Repair-- 
Labor . 
Ma in tenar and Repair-- 
Laboratory Expense.... 
kagir Shipping 
Property Taxes. ..sssss eee 
t Experimentation Expense 
gement Fee.. 
er Plant Overhead.... 
ant & Equip. Development 
Expense..... ° 


tal Operatinz 


Biacks Added.. 
8s Added.... 


f Net 
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DETAILS OF PLANT PRODUCTION COST--BY PRODU 
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Exhibit No. 16 
GOVERNMENT SYNTHETIC RUBBER PROGRAM 


COMPARATIVE STATEMENT OF PROGRAM OPERATIONS 


Income and Expense 


Fiscal Years Ended June 30, 


Income : 
Sales of synthetic rubber $ 298,143,047 $ 415,932,537 | $387,712,241 
Yther INCOMES .cccccccccccececs ‘ 739,542 625 ,632 528,423 


Total Income ..ceccesceccccess 298 , 882,589 


Cost of rubber sold . 217,450, 504 331,124,705 306, 818, 629 
Depreeiation of operating plants “and “facilities. 33, 365,611 40,635,392 (?) 
Research and development ........ ° 5,989,677 6,939,476 6,084, 387 
Adjustment of raw material inventories to the 

lower of cost or market -.sccececccccccseceses ~ 5,023,513 231,017 
Excess of sales freight expense over freight 

charged tO CuStOMeTsS ..ecccsccccccccsscecesecs 2,268,133 (104, 249) 1,065 ,068 
Storage and han&ling of finished goods ......... 417,363 930, 894 826,449 
Administrative ExpenBe ...csesccccescesesseseecs 1,820,931 2,391, 765 2,110,459 
Losses from fire and other casualties .......... 579,939 1,383,451 1,410 
Interest on U. S. Government funds invested in 

net operating aSSetsS ...cccccesscccccsccccsses 3,663,519 5,305,646 4,963,085 
Other expenses and lOSSES ...scsesseccccsscsecs 142,449 845,172 2,290,125 


Total rati Costs and MOOS ccccccccscece 265,698,126 394,475,765 324,390,629 
Net Income From Operations ........ 33,184,463 22,082,404 63,850,035 


—_— 
Other Expenses: 
Provision for Shutdown Expense ......ssscseeeses - 3,000,000 1,500,000 


Plant Reactivation Expense .....-.scccesessesess 20,565,139 1,982,158 908,129 
Expenses for Maintenance and Protection of 

Standby Plants and Facilities (includes 

$850,123 depreciation on standby plants 

for 1952 and $1,104,928 for 1953) ....... 


Total Other ° ° ee 21,256,670 5,968, 862 
$ 11,927,793 16,113,542 59,929,610 


GR-S*.o0000% ‘ 715,732 637,748 
WMA ccaucontaes oven : sheen 83,534 75,021 


Total Synthetic Rubber Production .......sseeess 
Sales: 


GR-s* ahicabagussedaeensseneseeaseeuneae tons , 682 674,573 658, 888 
Butyl .cccccccccccccccccccscccecesscvecesceccs 2 71,978 80,252 


Total Sales of Synthetic Rubber ....... ‘ 5 746,551 739,140 


1 Includes net GR-S content of rubber pigmented with carbon black and extended with oil. 


2 Depreciation of operating plants and facilities amounted to $31,437,980 for 1953 of which 
$28,151,213 was*allocated to Cost of Production and $3,286,767 to other Cost and Expense Categories 
and net income has been affected accordingly. 
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ExHIsIt 2 


Government-owned 
Synthetic Rubber Facility 


PLANCOR 929 
LOS ANGELES, CALIFORNIA 


Offered for Sale Pursuant to 
Public Law 205, 83d Congress, ist Session 


RUBBER PRODUCING FACILITIES DISPOSAL COMMISSION 


WASHINGTON, D. C. 
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Government-owned Synthetic Rubber Facility 


PLANCOR 929—LOS ANGELES, CALIFORNIA 





i. General Information 


zy facility at Los Angeles, California, described in this brocl 
vernment's synthetic rubber program. Each of the Government-owned 
w operated / it's account pursuant to an agreement 
Finance Corpors on and the operator. The plant here described is 
Company, whic g sed is supplied feed stocks from out- 
operator is vorded any preferential rights in the acquisition 
hi otherwise. 
terms of the Rubber Prod 
proposals to purchase, a 
is available upon applica 


The Government's synthetic rubber program is now adr tered 
er of the Reconstm mn Finance Corporation. The data furnished 
prepared under the direction of the Commission with the assistance of the 
orporation and the cooperation of the present operating contractor. While 
that the material contained in this brochure accurately and fairly describes the styrene facility) 
at Los Angeles and i 


Synthetic 
has been 


ts operation, neither this brochure nor the brochures relating to the other 
the Go mment's nthetic rubber or their operation, 


‘ under any circum- 
to be deemed 


any warranty or represer ym on th to ¥ ion, the Reconstru 
Finance Corporation or any other pers 


>f i Disposal Act of 1953 
parties may, upon appli ( n ecretary of the Commission, request such ad 
oncerning the facilities offered as they may require for the purpose of submitting 
purchase proposals. Upon similar applic » arrangements may be made to afford interested per- 
sons an opportunity to inspect ities offered for sale, and to make such onsite inquiries 
lant and it 


its ere ns as may be necessary and appropriate for the submission of 


accordance with the terms of the Rubber Producin 


~ochure does not deal with possible questions concerning a purchaser's rights and 
which may arise < of patents and patent agreements and restrictions on technical 
n trade secrets that may be applicable to this facility. A separate brochure con- 

ach patents, patent agreements and restrictions and outlining the Commission's 
rrangements with prospective purchasers in relation thereto, will be available upon the 
interested parties. 


(1) 
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il. Description of Facilities 


L. Type of Property 


This plant is operated by The Dow Chemical Company for the manufacture of styrene. The raw 
materials are propane and benzene. The plant was designed and constructed by the Stone and Webster 
Engineering Corporation using the Dow process. Construction was started August 24, 1942 and was 
completed July 28, 1943; the first production was made July 13, 1943. Exhibit No. 1 is an aerial 
photograph of the property. 


The original design capacity of this plant was 25,000 short tons of styrene per year. Sub- 
sequent improvements and additions have increased the capacity to 57,000 short tons per year. 
Exhibit No. 2 is a summary of the major improvements since 1949. 


. Location 


The plant is located within the city limits of Los Angeles, California in the "shoestring" 
strip comnecting the city proper with its harbor facilities. The plant is approximately 12 miles 
from the business center of Los Angeles and 8 miles from the harbor facilities. The plant is 
bounded on the north by a Government-owned synthetic rubber plant (Plancor 611), and immediately 
to the east by a Government-owned butadiene plant (Plancor 963). Exhibit No. 3 is a map showing 
the geographical location of this plant. The Pacific Electric Railway provides rail service. to the 
plant. The plant has facilities for switching and loading and unloading 18 to 20 cars per day. 


Land, Buildings and Equipment 


(a) Land The plant site consists of approximately 107 acres of land in one location. There are 
an additional 13 acres about a mile from the plant site which provide for plant waste disposal 
facilities. Exhibits Nos. 4 and 4A are plot plans of the plant and its extended facilities. 


(bd) Buildings There are approximately 63 buildings on the plant site, principally of reinforced 
concrete construction. There are a few steel frame, cement-asbestos covered buildings and a few 


all wood constructed buildings. Exhibit No. 5 is a list of major plant buildings showing type of 
construction and floor area. 


(c) Tankage There are 78 major storage and surge vessels on the plant site, of which 3 (for 
finished styrene) are insulated and refrigerated. Exhibit No. 6 is a list of the major storage 
and precess vessels showing capacity and type. 


(d) Process Equipment The process equipment is divided into nine process units as follows: One 
ethylene purification unit, two ethylbenzene production units, two combined propane cracking and 
ethylbenzene dehydrogenation units, one styrene finishing unit, one combined styrene finishing 
and benzene purification unit, one steam generation unit, and one alcohol ethylene production 
unit in non-use with approximately one-third of the equipment available. Exhibit No. 7 lists the 
major items of process equipment. 


(e) Utilities and Service Equipment The plant contains equipment for generating steam, treating 
boiler feed water, treating and cooling circulating water, refrigeration of storage tanks and com- 
pressing air as set forth in Exhibit No. 8. Utilities purchased for plant use are as follows: 


1. Domestic and makeup water from the Dominguez Water Company and the Los Angeles City De- 
partment of Water and Power. 


2. Electricity from the Los Angeles City Department of Water and Power. 
3. Fuel Gas from the Southern California Gas Company. 


(f) Tank Cars The government-owned synthetic rubber producing facilities include 448 Class ICC- 
104AW pressure tank cars (not considered to be a part of any individual plant investment), some of 
which may be available for sale with this project. 
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itl. Plant Operation 


l. Materials 
The major raw materials from which styrene is made at this plant are benzene and propane 


Industrial grade benzene is purchased from Shell Chemical Company, Dominguez, California; 
Kaiser Steel, Fontana, California; and Columbia Steel, Geneva Utah. A crude benzene fraction is 
purchased from Portland Gas and Coke, Portland, Oregon; Seattle Gas and Coke, Seattle, Washington; 


Benzene purchased from Shell is transferred to the plant site via pipeline, from Kaiser 
ia tank truck, and from Columbia Steel via railway tank car. The crude benzenes from Port- 
ttle, amd Honolulu are transported to the Los Angeles Harbor by ocean barges and tanker 


mloaded into a leased storage tank from which they are transported to the plant site 
tank truck. 


Propane is purchased from Shell Chemical, Wilmington, California; General Petroleum, 
orrance, California; Standard Oil, El Segundo, California; and Calor Gas, San Francisco, Cali- 
ornia. The propane from Shell and General Petroleum is transferred to the plant via pipeline. 


The remainder is delivered in tank trucks. Some tankage is provided on the plant site for propane 
storage. 


The other important materials required for operation of this plant are as follows: 


Materials How Received Application 


Ammonia (liqiid) Cylinders by rail Refrigeration and neutralization 

Aluminum Chloride Drums by truck or carload Alkylation catalyst 

Sodium Hydroxide (solution) Tank cars Neutralization 

Sulfur Bags by truck Polymerization inhibitor 

Catalyst (Shell 105) Bags by truck Dehydrogenation 

Dolomitic Lime Bags by truck Water treating 

Chlorine (liquid) Cylinders by rail Water treating 

Sulfuric Acid Tank cars Crude benzene purification and 
water treating 


2. Process 


The plant is divided into two trains. Each train consists of three units; an ethylbenzene 
unit, a dehydrogenation unit, and a styrene purification unit. An ethylene production unit and 
crude benzene purification unit serve both trains. Exhibit No. 9 is a simplified flow diagram of 
the process. 


thy 


Ethylene Production 


Propane is thermally cracked in vertical tubular furnaces to produce ethylene. The cracked 
gas is compressed, dried with a solid desiccant, and then refrigerated to permit separation of 
components by distillation. Materials lighter than ethylene are removed first and used as fuel. 
Ethy.ene is separated next and sent to the alkylation reactors in the ethylbenzene units. The ma- 
terials higher boiling than ethylene are separated into an ethane (C2) fraction, a C3 fraction, a 


C, fraction, and a residue oil fraction. The ethane and C3 fractions can be recycled to the crack- 
ing furnaces. 
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Benzene Production 


Ss 8 removed. 
rhead product contains the benzene and toluene present in t p Fi tion. These are treated 
mixers with 98% sulfuric acid to remove unsaturated components the sulfur content. 
dium hydroxide is used to neutralize the 
treated hyrocarbon is separated into a benzene and a tol f - The t he and toluene 
juced in the dehydrogenation of ethylbenzene are also p d ir uni unit 
lean up other process hydrocarbon fractions. 


treatec benzene-toluene at moderate pressure. 


Ethylbenzene Production 


In the ethylbenzene units benzene and ethylene are fed into acid-brick lined alkylation re- 
actors with aluminum chloride. The reaction is conducted under anhydrous conditions. The reactor 
product is neutralized with sodium hydroxide and fed to atmospheri stillation towers for the 
separation of components and purification of ethylbenzene. Tar is first removed, then benzene, then 

ylbenzene. Polyethylbenzenes are recovered from the tar tower bottoms and from the ethylbenzene 
ower bottoms and fed back to the alkylators. The benzene recovered from the alkylate is combined 
with fresh benzene, fed to a drying tower and then to the alkylators. A small vacuum tower removes 
the tar accumulated in the system and recovers the polyethylbenzenes from the tar tower bottoms. 


Dehydrogenation 


In the dehydrogenation units ethylbenzene is passed over a catalyst (Shell 105) at high 
temperature, essentially atmospheric pressure, and in the presence of steam. The ethylbenzene is 
first vaporized and heated by exchange with the reactor product before introduction into the re- 
ctor. Steam is also heated by exchange and then superheated. The mixture is fed through the 
lyst bed in the reaetor where the ethylbenzene is partially converted to styrene. The reactor 
product is cooled and condensed and the hydrocarbon layer separated from the water layer. This 
crude product constitutes the feed to the styrene purification unit. It contains from 35-40% 
tyrene, and small amounts of benzene and toluene, the remainder being ethylbenzene. 


tyrene Purification 


Feed to the styrene purification units enters a light-ends distillation tower where the ben- 
zene and toluene are removed. The bottoms product of this tower is split and fed to two pairs of 
towers, the primary and secondary ethylbenzene stills. The overhead streams of the two primary 
ethylbenzene stills constitute recycle ethylbenzene and are fed back to the dehydrogenation units. 
The bottoms of the secondary ethylbenzene stills are fed to a short packed tower in which tar and 

iifur are removed and 994% styrene is taken overhead. The entire purification is conducted under 


vacuum. Sulfur is introduced into the unit feed and into the reflux of the various towers to in- 
ibit thermal polymerization of styrene. 


One unit also contains two small stills which take the iight-ends from both units and sepa- 
rate benzene and toluene. 


3. Products 


The styrene used by the adjacent synthetic rubber plant is transferred by pipeline. All 
other styrene is shipped in tank cars or trucks. Exhibit 10 shows the production record of the 


plant by months from January, 1950 to August, 1953, and Exhibit 11 shows the distribution of prod- 
ict for the period January-June, 1953. 


There are 4 by-products produced at this plant. Toluene is obtained from the crude benzene 
ractions processed and from the dehydrogenation of ethylbenzene. This material is refined to in- 


strial grade toluene and stored in tankage provided on the plant site. It is shipped in tank cars 
r tank trucks to local consumers. 


A butadiene or C, fraction is separated from the cracked propane mixture, stored in tankage 
and shipped by truck to the adjacent butadiene plant. 


The hydrocarbon residue remaining from the C, separation is stored on the plant site and 
shipped by tank truck to local consumers. 


Hydrocarbon residues remaining from processing crude benzene fractions are stored in plant 


site tankage. From this material, a solvent fraction can be produced and shipped to consumers by 
tank car or truck. 
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Following are freight rates on styrene shipped from this plant to typical consuming points 
FREIGHT RATES IN $ PER 100 LBS. ON STYRENE FROM DOW, LOS ANGELES, CALIF. 


Rate (As of September 1, 1953) 


Institute, W. Va 
Louisville, 

Naugatuck, Conn.....-. . 
Baton Rouge, La 
Baytown, Tex 

Borger, Tex 

Houston, Tex..... 

Pt. Neches, Tex..... 


3.151 
3.151 
2.829 
3.4385 
2.4725 
2.231 
2.231 
2.231 
2.231 


Torrance, Calif...... eoes ° eece Pipe Line 
W. Lake Charles, La pe5enbdeeeee 2.4725 


4. Utilities and Services 
Electricity 


Electricity is purchased under a contract with the Los Angeles Department of Water and 
Power. During the period from July, 1952 to June, 1953 the average cost of electric power was 
$.0053 per kilowatt hour. 


Natural Gas 


Natural gas is purchased from Southern California Gas Company under two rate-schedule con- 
tracts. One schedule is for the gas required for the engines which compress the cracked propane 
mixture. The other rate schedule is for natural gas used in the steam boilers and for the process. 
This latter gas may be curtailed during periods of cold weather. 


Fuel Oil 


Fuel oil is used as a supplement to natural gas. It is purchased locally and stored on the 
plant site. The average cost of fuel oil during the period of July, 1952 to June 1953 was $1.97 
per barrel. 


Water 


Water is supplied largely by the Dominguez Water Company. Los Angeles City water is avail- 
able as standby. Water is purchased from the Dominguez Water Company under a contract to supply the 
styrene, butadiene, and copolymer plants. The average cost of water for the period from July, 1952 
to June, 1953 was $.005 per thousand gallons. 


Two cooling towers and the steam plant use most of this water as makeup. A natural draft 
tower and an induced draft tower provide cooling water for the process. 


Steam 


Steam is generated largely by two Babcock and Wilcox 600 1b./sq. in. boilers, each rated at 
a capacity of 200,000 lbs. per hour. There are also two 450 1b./sq. in. Babcock and Wilcox FF 


boilers and three 200 1b./sq. in. White-Forrester boilers which can generate about 200,000 lbs./ 
hour of steam. 


Water treating facilities for the boiler feed water consist of a hot dolomitic lime, hot 
zeolite Permutit process and a Cochrane deaerator. There is also a cold hydrogen-sodium zeolite 


unit, not used at present. A Graver type condensate filtering unit removes oil and suspended matter 
from the condensate. 


The steam plant supplies the full requirements of steam at 200 lbs./eq. in. to the adjacent 
copolymer plant, Plancor 611. 


Waste Disposal 


Process waste streams from all units go to a common disposal system. The domestic sewage 
system is separate from the process and storm sewers. The common process sewer discharges into an 
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il separating basin, is neutralized, and then settles in a modified type separator. From the 


4 
separator outlet, the waste discharges into a baffled concrete basin f final settling. Discharge 


1 effluents empty into a 
the process waste are 
pumped to diked areas, allowed to drain and dry, and hauled away by truck. 


. Maintenance 


General. maintenance is carried on as needed while the plant is in operation. Occasional 
partial shutdowns of a unit may be necessary to perform maintenance. These do not often interfere 
ith the production of styrene from the plant. A sufficient supply of spare parts is maintained so 
that general maintenance can be carried on without interferring with the production of styrene. 


A yearly shutdown occurs, generally during the Fall. Major pieces of equipment and piping 
are opened for cleaning, inspection, repairing, replacement, and testing. This work is performed 
the plant maintenance personnel. 


The total personnel at present in the maintenance and service department including super- 
vision totals 121 men. During the yearly shutdown work is performed on overtime if necessary. 
ittle outside contracting or personnel are used at any time. 


The last yearly shutdown, or "turnaround" occurred in October, 1953. The shutdown lasted 
about one week, during which time all operations ceased except the supplying of steam to the 
copolymer plant. Shutdowns are carefully planned and all work believed necessary for the next 


year's uninterrupted operation is performed. The table below gives examples of work done during 
the latest shutdown. 


Unit Involved Work Performed 


Ethylene Unit Clean flame arrestor at flare stack. 
Ethylene Unit Inspect propylene tower. 

Steam Plant Inspect 600-lb. boiler. 

Steam Plant Inspect softener. 

Ethylbenzene Unit Wash all towers. 


Ethylbenzene Unit 
Ethylbenzene Unit 
Dehydrogenation Unit 
Dehydrogenation Unit 
Dehydrogenation Unit 
Styrene Finishing Unit 
Styrene Finishing Unit 


Repair leak in 200-l1b. steam line to drying tower. 
Replace feed nozzle on tar tower. 

Inspect bearings on vent compressor. 

Inspect main 440-volt switches on unit. 

Clean motors as time permits. 

Clean tower condensers. 

Tie in new condensate piping. 


Partial unit shutdowns are necessary to repair, clean, or replace equipment, tie in lines, 


Unit Involved 


Ethylene Unit 
Ethylene Unit 
Ethylbenzene Unit 
Ethylbenzene Unit 
Dehydrogenation Unit 


Dehydrogenation Unit 


replace catalyst, etc. This work is done without a complete shutdown but with some loss of produc- 
tion. The table below shows examples of this work. 


Work Required 


Replace tubes in propane cracking furnace. 

Repair feed gas engine compressor. 

Clean tar tower reboilers. 

Repair alkylator rundown line. 

Replace catalyst in A and B reactors. (These are 
six pairs of reactors.) 

Clean main condensers A and B section. 
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IV. Organization and Administration 


l. Organization and Personnel 


Under present conditions, the normal complement of regular full-time employees at this 
plant numbers 328, summarized as follows: 


Personnel Group Summary Totals 


I Administrative, Executive and Professional (Rated Monthly)....ccecccccssecess 38 
II Technical anf Clerical (Rated WAG) ccccccococcrecescsccccccesccccecesicccese’ 59 
ITI Plant Labor (Rated Hourly) occocccvcccccccesccsectccscovcsvccccccucscccscoeses 231 


TOtAlLe cccccccsccccsccccccesgccccccece ce erececcsesecccccscececececoccecesceccccooes 328 


Personnel Grou by Departments 


No. of 
ar tment Emps. Department 


ACCOUNTING .ccccccccccscocccccescesvecscos Ia Maintenance & Service 

Auditing. .cccccccccccccccsesescccescsess 2 Mechanical. cccscccccccccccccesscccees 
Engineering..ccccccscccsccscccsccscscsecces 12 Plant Maintenance... .scccccscecsseses 
Management. .ccccsccesscsesccescecssoesse Production 


ProcesS Control.cccccccccccecccvccccccece I i ena, 


LADOTATOrY. cccccccccccecccesscccesesess 
Prebestion ComtrGl. caccocccesecnessces ieee a aatice, 


, j 4 
Purchasing & Receiving.ccccsccccsccccccs DINED oie utn anes ee enooae 


Purchasing. .ccccscccccoscccccccsescese Ethylene 
WATCNOUBEs cocccccccccccccseccceseccess Ethylbenzene Cracking...+sssseceses 


B.F., Sty., & E.B. 
Industrial Relations , , 
Pete, Crit accccnaccdankenccenee Supv. & Off1CCsseveesersereerevenes 


. A Operators.cecccscccecs cece 
C LMicccccccccccccccctscccseseseses %& ee 
afeter = Benzene Finishing....sscccsseccesss 
Fire Department. .ccocscccccccscccecsess LO : 
i ‘ Ethylbenzene.cesesesscccccssesesecs 
General. ccccccoccsecsscccccescesesccoe 7 


POTSOMNE].cccccccccccccccccccccevesess 2 Styrene Finishing..orerecercseoces 


ieeh Mikesthi 8 ss 5 oe ae Tank FarmMccoccccoccccsccccccccccece 


: Steam Plant 
Safety & First Aidsscssececccevecesess 3 att, Ab NER, cniticenicenncsenhanns 


A Operatorsscoccccccccsccccccccccce 
Engine ROOM. ccccccccccccscecccccece 
Water Treating. .ccccscccssccegeccecs 


Maintenance & Service 
Supv. & Office.cccccccccccccscccecsecese FB 
Elec. <Ludecccccccscccccscscccccccesss 10 
Instrument & Inspection.ccccccccscsees F Total. cccccccccsccccsccsccscccces 


2. Labor-Management Relations. 


Oil Workers International Union C.I.0,, Long Beach, California, Local No. 128, has been 
the bargaining agent at this plant since operations were started..All hourly-rated employees are 
in this bargaining unit. Labor relations are handled by the Personnel Department and all nego- 
tiations are carried on with the union by a Labor-Management Committee. 


3. Wage Rates 


The following is a tabulation of wage rates for the principal hourly-paid operating and 
maintenance job as of July, 1953: 


Hourly Wage Scale as of July, 1953 


Department Classification 


Production.....ccccccccccsescscccsccces A Operator 
B Utility Operator 





RUBBER FACILITIES DISPOSAL 


Hourly Wage Scale as of July 1953--Continued 


Department Classification 


rOductdoNeccccccccccscccccccccseccccee B Operator 
C Utility Operator 2.10 
C Acid Treater ( 2.10 
C Operator ] 2.01 


intenance and Service...cccccssssvess 2.35 
2.19 
1.95 
1.80 


WATENOUSE s oecccesccesccccescoscsscesese Senior Clerk 2.06 
C Clerk 1.95 


Crew Leader's rate is thirteen (13) cents per hour higher than highest rate in crew. 


Safet; 


There are no hazards in this plant unusual to the chemical or refining industries. Medical 
and first aid facilities consist of a treatment room and a rest room. All key employees have had 
first aid training. All cases requiring the service of a doctor are sent to a medical group center 
n Torrance, California, approximately 4 miles from the plant. Hospital facilities are available 
n Torrance, California, also Long Beach, California, and Los Angeles City, the latter two of 
which are approximately 15 miles distant, and also the Torrance Branch of the Los Angeles County 
ospital which is approximately two miles distant. 


The average injury frequency for this plant during the past ten years has been 2.71 and the 
severity rate 0.33, 


. Fire Protection 
No serious fires have occurred at this facility. 
There is a mutual aid plan between the Midland Rubber Co., operator of Plancor 611, on the 
north boundary of the plant, and also with the Shell Chemical Company, operator of Plancor 963, 


to the east across the street. City of Los Angeles fire assistance is available from a station two 
niles from the plant and extended service if needed. Sprinkler systems are installed on tank stor- 


age in the process units and a foam system on all vertical storage vessels. The Ethylene Unit is 
lso equipped with sprinkler system (fog) throughout. The plant is adequately equipped with fire 
engine, hose, and extinguishers. 


Water for fire protection is supplied at 80 pounds pressure by Metropolitan 12" main and 
wen River Valley 10" mains. 


The leboratory building is equipped with a sprinkler system. All buildings and operating 
units are equipped with hose lines and fog nozzles. 
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V. Financial Data 


This plant has been operated for the account of the Government as an integral part of a 
program-wide operation. In addition to its overall administration of the Synthetic Rubber Progra 
as a governmental activity, the Reconstruction Finance Corporation has centrally administered cer- 
tain aspects of plant operations without the allocation to plants of the related costs. Among the 
services referred to are certain phases of materials procurement, sales and credits, and researc 
and development, along with legal and accounting services of the type normally performed by a home 


office. 


The accompanying financial data applicable to this plant are based upon reports prepared 
the operator from plant accounting records maintained in accordance with generally accepted com- 
mercial accounting practices applicable in the circumstances. The control devices employed in the 
administration of program operations include outside audit of the plant accounts and records at 


least annually by independent public accountants under engagement by Recénstruction Finance Corpo- 
ration. 


Generally speaking, however, the practices which have governed the accounting for revenues 
and the allocation of costs beyond the plant production level have been geared primarily to refle 
operations on a program-wide basis, rather than by plant, in a manner to meet the needs of overall 
program administration. Accordingly, no attempt has been made to allocate to individual plante the 
cost of administering the Synthetic Rubber Program, interest expense, or other expenses and losse 
incurred by the Washington office. 


In addition, revenues derived from the sale of rubber have been allocated entirely to the 
plants producing finished rubber. The butadiene and styrene plants reflect no revenues, in the 
conventional sense, for the reason that such plants were supplying a basic raw material to the 
plants producing finished rubber. 


Consequently, no conventional balance sheet or profit and loss statement for the plant is 
included herein, since the cumulative results of operations and other financial aspects of progran- 


wide operations would have no proper application to individual plants under private ownership and 
operation. 


However, there is presented as Exhibit No. 17 a comparative statement of operations of the 
Government Synthetic Rubber Program for each of the fiscal years ended June 36, 1951, 1952, and 
1953, reflecting the results of operations on a program-wide basis. This statement includes types 
and amounts of expenses and losses not identified with, or allocated to, individual plants. 


With respect to this particular plant, pertinent data relative to the investment in prop- 
erty, plant and equipment, production costs, and the quantities of end-product produced are set 
forth, in appropriate detail, on the appended exhibits listed below: 


Title Exhibit No. 


Property, Plant and Equipment...cscccsccccccccccvcccescccssevceseseseses 
Construction Work in ProgresS.ccccccccccccccsccccesescccesescesessseses 
Summary of Plant Production Costs..cccrcccccccvcccescccssessscecesecsces 
Major Utilities Production CoSt.ccccccccccccccscsessccscesscsscseessens 
Details of Steam Production CoStS..ccccccsccccccsccesecccsesssesssscess 


These exhibits and other financial data related to this plant are discussed under appropri- 
ate headings in the following paragraphs of this section. 


Property, Plant and uipment 


As of June 30, 1953, the gross investment in property, plant and equipment, at cost, aggre- 
gated $15,107,000, including property maintained in standby status, in the amount of $748,000, 
consisting of an ethylene from alcohol unit. Exhibit No. 12 shows, by fiscal years from January 
1, 1946, a breakdown of the aggregate investment by major property classifications, the totals of 
additions and retirements, and (as supplementary information for ready reference) labor and mate- 
rial expenditures for maintenance and repairs applicable to the production department only. The 
gross investment reflected at the beginning of the period (January 1, 1946), in the amount of 
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$11,932,000, is substantially representative of the original construction cost. The value applica- 
ble to property reported surplus to plant needs and subsequently disposed of is included in the 
amount shown for retirements, transfers and disposals during the year in which sale, transfer, or 
other final disposition thereof was effected. 


The amounts expended on Construction Work in Progress at June 30, 1953, together with the 
amounts authorized for each uncompleted project, are reflected on Exhibit No. 13. 

Depreciation charges aggregating $11,132,000 have been accumulated for accounting purposes 
against the property, plant and equipment remaining in service at Jume 30, 1953, through the appli- 
sation for such purposes of depreciation rates determined early in the Program without the benefit 
of operating experience. Generally, such depreciation rates were applied to groups of assets on 
the composite rate theory of average life of the facilities making up the groups. As the program 
progressed, and as asset groups still in serviceable condition became fully depreciated on the ac- 
counting records, it became apparent that. the depreciation rates thus established were excessive. 
However, no revision of the rates has been undertaken. In addition, the application of the rates 
was continued against the original cost base of the respective asset groups without regard to por- 
tions thereof on which depreciation had been fully accrued. The combination of these factors has 
had a tendency toward the accumulation of excessive depreciation charges. Accordingly, it is 
apparent that the depreciation accrual of $11,132,000 as compared with gross plant cost of 
$15,107,000 is not necessarily an indication of the plant condition at June 30, 1953. 


Net Working Assets 


An analysis of the investment in net working assets at this plant at June 30, 1953, is as 
follows: 


WORKING ASSETS 
COB. cccccccccecscccsccccsccccereceessecessececeseseseecessessseessese $3,525 
Recelvadles.cccccccccccccccccccccccccscccccsccescsccecesessessesseseces 44,246 
Prepaid and Deferred Charges..cccsccccccccccccessescesesecssessesssses 241,118 
Inventories: 
Specification Styrene..ccccccccccscccccccccccsescsceseses $272,413 
Work in ProcesBasccccccccccccccccscnccccocecccscccccccces 223,497 
Raw Materials, Chemicals, etC..cccccsceccscccscccssccsess 1,807,090 
Operating Supplies, Spare Parts & Tools..scsssccssecceece 218, 780 
Items Surplus to Plant Needs.ccccsccccccccccscccesscesese 34,817 


Total Inventories. ccccccccscccccevccccccccescssesesesssscesesesseses  23556,597 
Total Working AssetsS..ccccccccccccccccccccccssccscccccsssccccesesesses 2,845,486 


Less: Liabilities... cscccccccccesecccceccccccccecccesesscceceescceses 1,265,436 


Net Working ASSeCtS..cccccccccccccvecccccccccccsccsccescsccssses $1,580,050 


Inventories of work in process and finished goods are valued at the cost of production, on 
either a firstein, first-out, or average cost basis. Inventories of raw materials are valued at 
the purchase price, plus freight, on either a first-in, first-out, or average cost basis. In- 
ventories of chemicals, operating supplies, parts and tools are valued at the average purchase 
price for each class of materials on hand. 

The investment in net working assets, as reflected above, is not necessarily representative 
of the average amount which may be required under private ownership and operation of the plant. 


PLANT PRODUCTION COSTS 


The conversion costs shown in Exhibit Nos. 14 and 15 represent costs actually incurred in 
production operations at the plant but, as aforementioned, do not include the cost of administering 
the Synthetic Rubber Program, interest expense, end other program expenses and losses incurred and 


recorded by the Washington office. In addition, such costs do not include provision for deprecia- 
tion of the plant. 


Summary of Plant Production Costs 


A summary of plant production costs, together with material consumption and yields, for each 
of the fiscal years ended June 30, 1951, 1952, and 1953, is presented as Exhibit No. 14. Overall 
production and cost totals shown on the Exhibit are summarized as follows: 
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1951 


Production Volume: 
Specification Styrene 


Production Costs: 
Specification Styrene 


Cost Per Pound: 
Specification Styrene 9.23¢ 8.689 


Details of Plant Production Costs 


Details of costs charged to plant production operations during the fiscal year ended June 
30, 1953 are set forth in Exhibit No. 15. These data include for each production department the 
individual elements comprising material and conversion costs. The Exhibit also shows quantities 
and average per pound costs of the raw materials consumed, and chemicals used in conversion. 


Raw material costs have been influenced at this plant to the extent of freight savings by 
RFC exchanging benzene acquired in the Eastern part of the United States with parties having ben- 


zene on the West Coast. (Additional exchanges have been in effect with regard to delivering 
finished styrene to the GR-6 plants.) 


Certain elements of operating expenses, included as a part of conversion costs, would be 
different under private operation. As previously stated, the costs reflected at the plant level do 
not include provision for depreciation, and taxes and insurance expense are affected by certain 
conditions of government ownership. The plant operating expenses do include a management fee paid 
to the operator in accordance with the contract for the operation of the facility, and royalties 
paid on styrene process patent rights. These elements of cost under the Government Synthetic Rub- 
ber Program are accounted for as an operating charge to the particular facility. 


Taxes 


A summary of the real property taxes levied against this plant for the last year taxes were 
paid (1953) is as follows: 


Average 
Tax Tax Rate Amount 


Authori Per $100 of Tax 
County of Los Angeles $6,605 $222,197 


Insurance 


The insurance expense incurred by this plant under government operation is limited to pre- 
miums paid on the following types of insurance: 


(a) Workmen's Compensation and Employers' Liability Insurance, including Occupational 
Diseases; 


(bd) Comprehensive General Liability Insurance (excluding property damage) 


(c) Comprehensive Automobile Bodily Injury and Property Damage Liability Insurance; and 
(4) Steam Boiler and Machinery Insurance. 


The total insurance cost for this plant was approximately $12,500 for the fiscal year ended 
June 30, 1953. 


The Government generally follows the practice of self-insuring other types of risks, and no 
charge to plant production costs is reflected on the appended Exhibits for the equivalent premium 
costs or losses. The losses incurred in the Program as a whole are shown on Exhibit No. 17. 


Maintenance and Repairs 


Expenditures for labor and material for maintenance and repair are shown in the following 
table for each fiscal year. The amounts reflected are for the production department only, being 
exclusive of such expenses charged directly to auxiliary serv'ce departments. 
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Maintenance and Repair 
Fiscal Labor Material Total 
_Year_ (Thousands of Dollars) 


ONT cvtinccccccevccccdensanansecesseceSeitadiah $141 $357 


WB cccccccccscccccccccccvccccccccccsscscscsscces 106 268 
LIED sccccecccccccccccseseseccccceseceesscessssess 136 Seeds 
L950. ccccccece-seccccvcesesevcccsccesevessesscses 209 
1951. ccccccccccccesccccccccccssccccccccccescseces ‘ 411 
L952 cacccccccscccccccccccccccesccssccsssseseceses 


1953 .cccccccccsccccesesccsescccssseceesesessssess 341 


Totaleccccccccccccccscccccscscsccssssscescese 


The segregation reflected between labor and materials for the years 1947 through 1950 has 


been computed on the basis of the ratio of actual labor and materials shown for the years 1951 
through 1953. 


Generally speaking, the costs reflected for maintenance and repair include expenditures for 
alterations (including ordinary rearrangement and relocation of plant equipment), renewals, re- 
placements, and bettermesits unless such expenditures were expected to result in an increase of 
plant efficiency or productive capacity, or materially to prolong useful service life. In the 


latter event, such expenditures were capitalized as a part of the investment in property, plant 
and equipment. 


Se ces 


There is presented as Exhibit No. 16, a statement of production costs for the Steam Depart- 
ment for the fiscal year ended June 30, 1953, showing the disposition made of steam produced. The 
steam production facilities of this plant are sufficient to fulfill both its needs and the needs 
of the adjacent government-owned GR-S plant (Plancor 611) operated by Midland Rubber Corporation, 


Torrance, California. Such steam has been supplied at the approximate cost of production, exclusive 
of depreciation. 
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MAJOR IMPROVEMENTS SINCE 1949--PLANCOR 929 
1950 


Installed electrical capacitors to improve plant power factor. 

Replace four low pressure boilers with new 600# steam generator. 
Installed new corrosion resistant Hastelloy rundown line with water jac} 
Insulated styrene storage tank to prevent overloading refrigeration 
Installed knock-out drum for recovery of benzene from reactor vents. 


1951 


Replaced Ethylbenzene settling process tanks. 

Modified primary skimmer for plant effluent sewerage. 

Reconverted 12 styrene reactors and steam superheaters, and installed 2 new propane cracking 
naces to increase styrene and ethylene production. 

Replaced 3 low pressure boilers with new 600 lb. steam generator. 


1952 


Installed Benzene purification facilities with sulfuric acid treating system 
Provided reflux drum and pump for Ethylbenzene tower. 
Provided storage facilities for residue oils and oil emulsions. 


1953 


Installed facilities to store residue and fuel gas. 

Installed four 2000 bbl. process storage tanks. 

Installed new connection from Dominguez water line to existing plant feed line. 
Installed knockout drum in plant air line at steam plant. 


Installed facilities for processing crude benzol containing by-products of toluene, xylene, naptha 
and residue. 


Purchased and installed 4-ft. radial drill for shop. 

Constructed new steel frame building for carpenter and paint shop. 

Installed caustic hydrolysis facilities for treatment and neutralization of crude benzol. 

Increased capacity of crude benzol storage tank and provided tank with floating roof. 

Installed new cooling tower, with pumps and piping, to supplement existing tower. 

Installed new hot dolomitic lime softener and appurtenant equipment together with oily condensate 
filter system for boiler water treatment. 

Installed new ethylbenzene reactor complete with condensers, piping and catalyst feed equipment. 

Insta!led propane cracking furnace complete with auxiliary equipment and piping. 

Installed additional truck loading facilities. 

Installed new storage tank for finished styrene at tank farm and process tank in styrene unit. 

Installed cathodic protection on underground steel cooling water lines. 

Insulated styrene lines at storage tanks to relieve refrigeration load. 

Purchased three replacement exchangers for propane cracking furnaces. 
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EXHIBIT NO, 4 















MIDLANO RUBBER CO. 


2 SALVAGE CO. 
@ aan ie A 
3 ASSOCIATED Pipe | 
DOUGLAS AIRCRAFT CO. 3 4 ForeiwG Co 


SWELL CHEMICAL CO, 


UNIMPROVED LAND 
PLANCOR, 96S 


1 UNIMPROVED 









LA. CIry 
Sve 6rarren 


3 
STAUFFER CHEMICAL Co. 
MONTROSE CHEMICAL CO. 


L.A. DEPT OF waTera ¢ PowER 











PLOT PLAN 
STYRENE PLANT 


PLANCOR $29 
LOS ANGELES, CALIF. 


OPERATED BY 
THE DOW CHEMICAL COMPANY 





2606.60 
_._YaMas STReeT 
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FARMERS BROS. COFFEE CO. 


an )|OCO 


PRIVATE DWELLINGS 
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Administration 
Personnel 


cafeteria 
Laboratory 


jarage and Fire Station 
Instrument Shop 
arpenter & Paint Shop 


Machine Shop 


warehouse 


tyrerie Refrigeration 
Bldg. 
Electrical Sub-Station 
Tank Farm Office 
Foam Houses 
Foam House 


Foam House 

Chlorinator Bldgs. 
Chlorinator Bldg. 
juard Towers 

Tank Farm Switch House 


Cooling Tower Switch 
House 


Alcohol Production Bldg. 


Compressor Bldg. 

Alcohol Recovery 
Structure 

Ethylbenzene Process 
Structure 

Ethylbenzere Control 
Room 

Dealkylator Bldg. 

Storage Room 


Switch House 

Catalyst Storage Bldg. 

Ethylbenzene Cracking 
Bldg. 

Styrene Control Bldg. 

Switch House 

Change Houses 


Cooling Tower Switch 
House 
Oil Storage Bldg. 


Fractionation Structure 
Control Room 
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Exhibit No. 5 


~ 


Page 1 of 2 
MAJOR BUILDINGS 


Total 
Floor Area 
Sq. Ft. 


One-story reinforced concrete with wood partitions 
and roof 212' x 42' with 49' x 22' wing 

One-story reinforced concrete with wood partitions 
and roof 128' x 42' 

One-story wood frame, siding and roof 100' x 42' 

One-story reinforced concrete with wood partitions 
and roof 100' x 50' 5, Bah 

One-story reinforced concrete in two sections with 
wood partitions and roof 154' x 30' and 154' x 36' 

One-story reinforced concrete with wood partitions 
and roof 81' x 43' 

One-story steel frame, cement-asbestos siding and 
roof 50' x 102' 

One-story reinforced concrete with wood monitor and 
roof with reinforced concrete mezzanine floor 
221' x 102! 

One-story reinforced concrete with wood monitor, 
roof and columns. 221' x 101' 

One-story reinforced concrete 25' 


10,600 


5,097 
3,967 


9,553 


- 8 x 10'-0" 


One-story reinforced concrete 36' - 8" x 27' - 8" 
One-story reinforced concrete 15' - 6" x 12' - 9" 
4 - One-story reinforced concrete 19' - 8" x 13' - 8" 
One-story steel frame, cement-asbestos siding and roof 
28' - O" x 14' - Oo" 
One-story steel frame, sheet metal siding and roof 
19' = O" x 13' - oO" 
2 - One-story wood, frame siding & roof 11' - 2" x 
9' = 2" 
One-story steel frame, sheet metal siding and roof 
7' e Qo" x 9' @ 6" 
4 - wood frame room on wooden structure 20' above 
ground 5' - O" x 5' - 0" 
One-story reinforced concrete 21' - 8" x 13' - 8" 
One-story reinforced concrete 21' - 8" x 17' - 8" 


Two-story reinforced concrete includes reactor room, 
switch room, mixing room, control room 

One-story reinforced concrete 27' - 8" x 38' - 0" 

Three-story reinforced concrete 20' - 0" x 18' - 0" 


2 - Six-story, reinforced concrete with freight 
elevator 60' - 10" x 19' - 0" 


6,091 
2 - One-story reinforced concrete 76' - 0" x 26' 


1,859 


(each) 
- 8" (each) 
2 - Two-story reinforced concrete 24' - 8" x 15' 
One-story wood frame, siding and roof 30' - 6" x 
15' = 6" 391 
2 - One-story reinforced concrete 26' - 8" x 15' - e" 350 (each) 
2 - One-story reinforced concrete 20' - O" x 16' - 0" 263 (each) 
2 - Two-story reinforced concrete with control room 
181' _ gu" x 45' oe 6" 
2 - One-story reinforced concrete 85' - 8" x 26' - 8" 
2 - One-story reinforced concrete 26' - 8" x 15' - 8" 
2 - One-story wood frame, siding and roof 41' - 7 x 
18' - Oo" 699 
One-story reinforced concrete 16' - 8" x 21' - 8" 300 


- 8" 317 (each) 


18,357 (each) 
2,100 (each) 
350 (each) 


(each) 


One-story steel frame, cement-asbestos roof 
40' - Oo" x 17' - OW 

Six-story steel frame 22' - 0" x 28' - 0" 

One-story steel frame cement-asbestos roof and siding 
63' x 9" x 19' — 10" 


680 
3,500 





ionation Structure 
sor House 


Switch House 
Steam Plant Office 


47 


Boiler House Pump Room 


Fuel Oil Pump House 


Laboratory Bldg. 
Acid Pump House 
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MAJOR BUILDINGS--Continued 


Three-story steel frame 22' - 0" x 31' - 0" 
One-story steel frame, cement-asbestos roof and siding 
31' - 8" x 211' = 4" 
One-story reinforced concrete 16' - 8" x 21' - 8" 
One-story wood frame, siding and roof 25' - 0" 
x 18' - 1" 
One-story reinforced concrete includes control 
room, switch room, locker room, with roof 
serving as upper deck 91' = 2" x 32' — 0" 
One-story reinforced concrete with roof used as upper 
deck 23' - 8" x 18' - 8" 
Two-story reinforced concrete 31' - 8" x 16' - 8" 
One-story reinforced concrete 23' - 8" x 16' - 8" 


Water Treating Pump House One-story reinforced concrete set 7' below grade 


31' = 6" x 28' - O" 


Hydrogen Compressor House One-story steel frame, cement-asbestos roof 


20' - O" x 24" - 0" 


Exhibit No. 
Page 2 of 2 


Total 


Floor Area 


Sq. Ft. 
2,046 


6,691 
300 


436 


« 
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MAJOR STORAGE & PROCESS VESSELS 


Present Use Quantity 


Crude BENZENC. ccccccccccesccccccscccesececes 








Finished Benzene. ..ccscsescccccccccesscces 

Trude Toluene. ceccescccccccsccccscscccseccese 
Toluene Heavy EndS..ccccccccccccccccsecceces 
Finished Toluene...ccccccccccccccsccccccesce 
Ethyl benzene. .ccccccccccccsccscccccccscsscess 
PUGS STtYTONG. cocccccescccsesccccccscccccces 


Finished Styrene. .ccccccccccccccscssccccsecs 





PFOPONE secvevvcsevecsesesceesecesssessessess 
WAS STOTABZC. cocccnccsccccceccccsccessscccees 


Fuel OLlecccccccccccccccccessccccscsccssesess 


Xylene-Solvent Naphtha..cccccccsccccsccsccses 
ProcesS TanKkS..ccccccccscccccccssccesess 


Process TankS..ccccccccccccccccccccccces 
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Exhibit No. 7 
Page 1 of 2 
MAJOR ITEMS OF PLANT PROCESS EQUIPMENT 


ETHYLENE PLANT 


Nomenclature 


Ethylene Scrubber ot og Ba In Standby 
Ethylene Reactors Pa nae In Standby 


Air Compressor _ 222 535" Emergency Air Compressor 
Caustic Tanks 10'6" x 32'4" Caustic Storage 


Including Exchangers, Drums, of which the third remaining is in standby. 


ETHYLENE PETRO PLANT 


CO2g Absorber Tower 3'0" x 48'0" Not in Service 
Propane Topping.... 2'6" x 20' =0" Separates Heavy Oils from C, 
fraction 
Removes Methane from Petro- 
leum Gases 
4'0" x 102'0" Ethylene Separation 
2'6" x 26'0" Ethane Separation 
Depropanizer SS" xz Tuo Propane Separation 
Dehydrators 3'2" x 28'6" Feed Gas Driers 
Feed Gas Compressors.... 3 stage 14 x 14 gas Compress Feed Gas 
engine drive 800 
BHP each 
Ammonia Compressors stage 14 x 14 gas Compress Ammonia Refrigerant 
engine drive, 1l- 
800 BHP & 2-600 
BHP 
Ethylene Compressors.... stage 14 x 14 gas Compress Ethylene Product 
engine drive, 400 
BHP each 
Starting Air Compressors 144x31/2x4, Purging & Starting other 
Electric drive 2 Compressors 
stage 


Demethanizer ae 2S 


Including Pumps, Exchangers, Piping to operate plant. 
ETHYLBENZENE PLANTS 
Tar Removal Columns..... 5'6" x 45'9" Remove Heavy Tars from 
Ethylbenzene 
Benzene Columns......... 7'o" 54'0" Remove Benzene from Ethyl- 
benzene 
Ethyl Benzene Columns... TS" 2 T2'O Separation of Ethylbenzene 
Poly Ethylbenzene Col- 4'0" 19'3" Removes Poly EB from heavy 
umns tars 
Ethylbenzene Reactors... 6'6" x 41'7" Ethylene and Benzene are 
combined to make Ethyl- 
benzene 


Including Pumps, Exchangers, Drums and Piping to Operate Plants. 
PROPANE CRACKING AND ETHYLBENZENE DEHYDROGENATION PLANTS 


Steam Superheater 9'0" x 20'0" Superheat Steam for Dehydro- 
Furnaces genation of Ethylbenzene 
Propane Cracking Fur- 3'O" x 20'0" and Propane Pyrolysis 
naces 13'0" x 24'0" 
Styrene Reactors . TT? WF Dehydrogenation of Ethyl- 
e benzene 
Condensate Recovery 4'0" x 21'O" Packed Removal of oils from Conden- 


Tower sate Return 


Including Pumps, Exchangers, Drums and Piping to Operate Plants. 





N 


iomenc lature 


Benzene-Toluene Column... 


Primary 


Column 


Ethylbenzene 


secondary Ethylbenzene 


Column 
Benzene 


Toluene 
Benzene 


Benzene 
Styrene 


Benzene 
Column 


Columm...cscccece 


Column....ccccece 
Bottoming Still.. 


Topping Still.... 


Batch Stilis..... 
Purification. 


RUBBER FACILITIES DISPOSAL 


MAJOR ITEMS OF PLANT PROCESS EQUIPMENT-~-Continued 
BENZENE AND STYRENE FINISHING PLANTS 





Use 





+— 


5'6" x 43'3" Remove Benzene and Toluene 
from Crude Styrene Feed 
10'O" x 54'9 ; Primary Ethylbenzene- 
Styrene Separation 

x 47'3" ‘ Secondary Ethylbenzene- 
Styrene Separation 

45'2" Separation of Benzene and 
Toluene 

40'0" Purification of Toluene 
46'0O" Removal of Heavy Oils from 
Crude Benzene 

48'0" Removal of Light Oils from 
Crude Benzene 

36'11" Styrene Purification 

69'7" Purification of Benzene 





Including Pumps, Exchangers, Drums and Piping to Operate Plant. 
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Exhibit No. 8 


Major Utilities and Service Equipment 
he ee 929 





25,0004 /nr. each 450 | Steam Generation 
psi saturated 


Forster Marine Boilers 3 50,000¢ /hr. each 200 | Steam Generation 
psi saturated 


k & Wilcox Type FH Boilers 2 200,000 # /hr. each Steam Generation 
600 psi saturated 


n Zeolite Water 880 gpm Standby boiler 
ystem Make up water treatment 


jot Zeolite process l 24,000 gph Boiler make up water treat- 
Treating System ment 


ate Oil Removal System l 1568 gpm Filtration of Condensate for 
boiler feed water 





COOLING WATER TOWERS 





18,100 gpm Natural Process Cooling Water 
draft 


6 cell Induced Draft Process Cooling water 
14,000 gpm 





MISCELLANEOUS 





650 cfm each 100 psi Service Air 


380,000 BTU/hr. Refrigeration of Finished 
Styrene Storage 
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Cavarre Semmes 













Erey.eenzene Units Dery DROCENATION AnD 


Srraene PurieicaTion Units 





PROCESS FLOW SHEET 















oo STYRENE PLANT 
SM waren Cooven Near Bec nsnscas 
Ernviceme Unit © Rarmiesacres Hear Excusnenas mi. On 329 


LOS ANGELES, CALIFORNIA 





MH Steam Muar fncuanceas 
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RUBBER FACILITIES DISPOSAL 


STYRENE PLANT 
Plancor 929 


The Dow Chemical © Operator 
LOS ‘ANGELES , CALORIE 
tat of 
PROPERTY, PLANT IPMENT, AT COST 


ela 
PRODUCTION DEP. AND MAINTENANCE 
By Fiscal Years 


(Amounts in Thousands) 





Particulars 





Fiscal Years Ended June 30 
T 


1946 





GROSS INVESTMENT AT BEGINNING OF PERIOD.......+ ereeee sees ape rs i 
Add: Expenditures for Additions and Betterments....... 
Deduct: Retirements, Transfers and Disposals.....+++++ 


GROSS INVESTMENT AT END OF PERIOD........+++ evereeccccces 


Consisting of: 


Operating Property, Plant and Squipment: 


Non-Depreciable Property...sescccccerecccsevcecsess 

Buildings and Structures (Incl. Services 

Leasehold Improvements (On and Off). 

Machinery and Equipment....cecscessecscssucs 

Durable Tools (Maintenance and Repair Rete 

Laboratory Testing Equipment. 

Automotive Reims dsnicsecssecesese 

Office and Cafeteria Furniture, Fixture 
Equipment..csccccscccccescccseccesccccsescsscesese 

Construction Work In Progress...ccsccsccscssssecses 











GROSS INVESTMENT AT END OF PERIOD (As Above)....s.+++. eee $13,5 13, yi , 357 81 $15,107 


REPAIR AND MAINTENANCE EXPENDITURES: 

For Production Department only, exclusive of Repair 
and Maintenance Coste charged directly to certain aux- 
iliary production service centers, chiefly utilities, 
which, during the fiscal year ended June 30, 1953, ap- 
proximated $184,600) 

Labor.. 

Materials...ecccsccesses 














PRODUCTION DEPARTMENT REPAIR AND MAINTENANCE EXPENDITURES 
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STYRENE PLANT 
Plancor 9295 


The Dow Checimal reer Operator 


es 


Analysis of 
SONSTRUCTYON-WORI-TN PROGRESS 
Sane 





Exhibit No. 


Amount (Cents Omitted) 


Authorized 


onal Propane Cracking Furnacé....ccsccccccccccccccccsesecs $168, 588 
torage Tanks eeeccerce eee 
Storage Tank 


peice cbeicnsiesnaaces cones 33,023 


dbahwaké Mestititen,.., sicsiacpocacsctervienampasscenda 17, 967 
Replace Condensers LX30F2 


New Reactor L221KIC.... 


i BR 4) ~ 
yew Boiler... 


ee ererrcvcccccccsccesescosssesees 15,037 
occ eerecccccceeseessceeceseceeses 13, 899 
eee eneeescscesseeeceres 8,420 
6, 905 
4,505 

eee eerevreseerecceceseeeesesesess 
tional Fire Hydrant..... eves 
sulation on Styrene Lines....... ee erecccverescesecseees 
i s for Rotary Wash ArMS.ceccccccccccccccccccccscccecesecsess 

hemical Fire Extinguisher Un 

iscellaneous (Including Plant Level Authorizations) ...csscccces 


TOTAL CONSTRUCTION WORK IN PROGRESS $328,135 


Expended 


13 
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SUMMARY OF PLANT PRODUC 


elusive of 











PRODUCTION COSTS 
Raw Material 





Management 
All Other.... 














RODUCTION(Short Tons): 








MATERIAL CC 
Benzene. 























ropane. 








RUBBER FACILITIES DISPOSAL 








Average 
Unit Cost 
RAW MATERIALS CONSUMED : 


New terial 





rude 
Propane... 
Benzene. 


To 


ess: 
Net Materials Consumed.... 


CONVERSION COSTS 
emi cal 
Aluminum Chloride.... 
Catalyst.. 








M lbs | 40.02 
KWH -53¢ 
MMBTU | 25.15¢ 


Total Utilities 


Gperetiag Expenses: 
rat abor and Supervision. 


Supplies and Expense.. 





TOTAL PLANT PRODUCTION COSTS......++++. 


Work-In-Process Inventory Fluctuation... | 


Peper uve ta End-Product Shipped Quisise| 








19,205 ST 
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STYRENE PLANT ~- Plancor 929 
The rator 
ees 
DETAILS OF PLANT PRODUCTION COSTS 


elusive o} ation 
Fiscal Year 


———“ontinued) 








Production of Styrene < Total Production Costs 
Cost Element ————T a 


Amount Cents | Amount Cents 
(In Thousands)/ Per Pound | (In Thousands) | Per Pound 








RAW MATERIALS CONSUMED: 
jew rial: 
rude Benzene...... 
Propane..«seses 
Benzene.. 
Ethylene..... 


Total New Materdal...ccsscccsssccesseess 





rtmental End-Product Transferred: 
Ethylene... 
Ethyl benzene eeeee 





Total Departmental End-Product Transf...... 





Copolymer Recycle..ccssccenccccsccsccssecs 








Total Raw Materials.....cscccsccscscesecssess 
Teas: By-Product Credits.......... 





Net Materials Consumed....cssccccsssecsscescs 





CONVERSION COSTS: 
cals: 
Tiuminum Chloride......ccccccsssccseccceess 


COCALYSt. coccccvcccevcscccccccsccesessceese 


OUNET ce eceeccceeseneececceseseseseeesesese 90 


Total Chemic@lsS..scsccrceesseesensennevenes 291 





Utilities: 
Steam (Net of Condensate) ...scescssecess 
Electric Power..cesessss 
PUG]. ccceseesee 


ALP as coccvecccccevecececcccesessevccsecccces 


Total Utilities..cccccscccesessses 


gee meses 
rating r and Supervision....sssesess 


Operating Supplies and Expense....... 
Repairs and Maintenance - Labor..... 
Repairs and Maintenance - Materials. 
Laboratory EXpenBe..ccscassecesesese 
Property Taxes.... 

Royalties.... 

Management Fe@...scescscccsercscssscesevess 
Other Plant Overhead.....sssccceseccccessce 





Total Operati 





Total Conversion CoStsS...scersecceesesesesecs 
TOTAL PLANT PRODUCTION COSTS...cecccsescsesecess 


Work-In-Process Inventory Fluctuation.....sse+. 


Departmental End-Product Shipped Outside Plant. 
Net Production Costs for Styrene..+-ssesesseress 


DEPARTMENTAL PRODUCTION (Short Tons): 
BENZENE. ee asesenesececeenecessnenesesenssenes| 


Ethylene... 
Ethylbenzene. 69,332 ST | 
, 











58,443 ST 
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STYRENE PLANT 
Plancor 929 


The Dow Chemical ~The a 
SS a eee eee 


MAJOR UTILITIES PRODUCTION COSTS 
Steam Generation Plant 


(Exclusive of Depreciation) 
Fiscal Year Ended June 1953 


st 


=— | = 
Cost Element Con 

Quantity | (Cents Omitted)|/Per M Pounds 
Raw Materials: 


RMS AaSS eb ee nesbnsbuboncencesceunstaeanl $247,870 
Natural GaS.ccccccccccccsccccssscccccscccccece 368,101 
Residue Gas..cccccccccccccccccccccsccccccesece 189,111 
Condensate Make-Up. .ccccccccccccccesccecscccsece 6,569 


Total Raw Materials.ccccccccccccvccsccccsecses 


Utilities: 
PREEEEEO POU s bunseaccs oquanseccncécéchéubebee 


BAP a ccccccccccccccescccccecccevcccccoeccesoces 


Total Utilities. .cccccccccccccvcccccccccsccces 


Other Costs: 
EE RANE sc hocbnabedacacnacictedbeaedene 
Operating Supervision...cccccscccssccecsesesecees 
Maintenance and Repair - Labor....sccccecceces 
Maintenance and Repair - Materials.....cccsses 
Operating Supplies and Expense.....ssccscesecces 
Laboratory ExpensS@.ceccccccccccccccccesecececce 
Property TaxeSecccccccccscccccccscesscsccssccss 
Property INSurances.ceccccccccsccseccccsescece 
Other Plant Overhead...ccscccccccccvcccccsccces 


Total Other CostSecccccccccccccsccscccsesscese 332,835 
TOTAL STEAM PRODUCTION COSTS+-ccccseccsecccccecs 2,649, 247 $1,151,228 


DISTRIBUTION: 


ian vsage: 
Benzene Faricication Unite cccccccccccccccece 121,085 $52,941 


Ethylene Unit..cccccccccencccsscesccccccseses 177,404 77,495 
Ethylbenzene Unit.ccccccccscccescscesvcccces 385,409 167,896 
Styrene Unit. .cccccccccccccccccccccccesvccse 1,405,143 610,259 


Total Plant USAgC..ssecceeceececsesevecccece 2,089,041 908 , 591 
Furnished to Others: 1 
Kd jacent GON-S Plant (Plancor 611) sesseceses 560 , 206 242,637 


Dates CAS AGUS) cscccnccccscvasccescesecese 2,649, 247 $1,151,228 


1 No charge is made to others for condensate not returned, the cost of which is 5.687¢ per M 
pounds. 
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Exhibit No. 17 
GOVERNMENT SYNTHETIC RUBBER PROGRAM 
COMPARATIVE STATEMENT OF PROGRAM OPERATIONS 


Income and nse 


Fiscal Years Ended June 30, 


Income : 


Bales of synthetic rubber..sscccocccccsccesscccsccces | $298, 143,047] $415, 932,537) $387, 712, 241 
Sinn dcnntntandeesndnesncnenshccbexscenennts 625,632 528, 423 


Total INcOMC..ccccceccccesecccccescecscccccccescccece | 298,882,589} 416,558,169} 388,240,664 

pera ing Cost and Expenses: 

Cost of rubber so 217,450,504) 331,124,705 306, 818, 629 
(*) 


SOSH B EERE EEE EE EES 


Depreciation of operating plants and facilities...... 33, 365,611 40,635, 392 


Research and development...cccccccccccesccccccecccces 5, 989,677 6, 939,476 6, 084, 387 
Adjustment of raw material inventories to the lower 


OF GOO GR Gib bso cctecadncccenscdececcnnceces 5,023,513 231,017 
Excess of sales freight expense over freight charged 


WO CUBTOMETS sc ecccccccccccececconccesscceeccessccce (104, 249 1, 065, 068 
Storage and handling of finished goods...cse-cosccoes > 930, 894 826,449 


Administrative expenSe...ccccccccccccccsescccccsccece 2, 391, 765 2,110,459 
Losses from fire and other casualties......ccccscsess 1,383,451 1,410 
Interest on U. S. Government funds invested in net 


Operating ASSETS..cccccccccccescccsesesesscscsosess 5, 305, 646 4, 963, 085 
Other expenses and lOSSES...ccccccecccccccceccececess 845,172 2,290,125 


Total rating Costs and Expenses...csccccccescseses 265,698,126} 394,475,765) 324, 390,629 


Net Income From OperationS..sccsecsseees 22, 082, 404 63, 850, 035 


Other Expenses: 
Provision Tor Shutdown Expense. .cccccccccccccccsccces 


Plant Reactivation Expense...ssccccsscesesesescsseces 

Expenses for Maintenance and Protection of Standby 
Plants and Facilities (includes $850,123 deprecia- 
tion on standby plants for 1952 and $1,104,928 for 


1953) cocccccccsccccccccccccccccenccscocccccoosecese 


Total Other ExpenseS..cccccccscccssccescescccccescses 21, 256,670 3, 920, 425 
Net Income. .cccccccccccccecccccesccccees | $11,927,793] $16,113,542] $59,929,610 


Production & Sales In Long Tons 
Production: 


DB oc cvccccccccvcccccossebésasnppecseeyegececbseses 715,732 


DOH] 0.00 00000000006000seesebe on0esecesneenseosooelsse 83, 534 


Total Synthetic Rubber Production. .scccccsccccscccees a.) a 
Sales: seers 


GR=S?..ccccccccrccccccccccccsscsccsccsccccccccscocccs 521, 683 674, 573 
Butyl. cccccccccccccccccccscccccccccccccccccccccococcs 65,482 71, 978 


Total Sales of Synthetic Rubber..sseccssessevecsccens 587, 165 746,551 


1 Includes net GR-S content of rubber pigmented with carbon bleck and extended with oil. 


? Depreciation of operating plants and facilities amounted to $31,437,980 for 1953 of which $28, 
151,213 was allocated to Cost of Production and $3,286,767 to other Cost and Expense Categories 
and net income has been affected accordingly. 
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ExuHisit 3 


Government-owned 
Synthetic Rubber Facility 


PLANCOR 963 
LOS ANGELES, CALIFORNIA 


Offered for Sale Pursuant to 
Public Law 205, 83d Congress, Ist Session 


RUBBER PRODUCING FACILITIES DISPOSAL COMMISSION 


WASHINGTON, D. C. 
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Government-owned Synthetic Rubber Facility 


PLANCOR 963—LOS ANGELES, CALIFORNIA 


1. General Information 


The butadiene manufacturing facility at Torrance, California described in this brochure, is 
one of the units in the Government's synthetic rubber program. Each of the Government-owned plants 
in this program is now operated for the Government's account pursuant to an agreement between the 
Reconstruction Finance Corporation and the operator. The plant here described is operated by the 
Shell Chemical Corporation, which as later discussed is supplied feedstock from a butane dehydro- 
genation plant at El Sequndo, California. Shell Chemical Corporation is not accorded any preferen- 
tial rights in the acquisition of the facility by virtue of this operating agreement or otherwise. 


The facilities are now being offered for sale pursuant to the terms of the Rubber Producing 
Facilities Disposal Act of 1953. The procedure for the submission of proposals to purchase, as 
determined by the Rubber Producing Facilities Disposal Commission, is available upon application 
to the Secretary of the Commission. 


The Government's synthetic rubber program is now administered by the Office of Synthetic 
Rubber of the Reconstruction Finance Corporation. The data furnished in this brochure has been 
prepared under the direction of the Commission with the assistance of the Reconstruction Finance 
Corporation and the cooperation of the present operating contractor. While the Commission believes 
that the material contained in this brochure accurately and fairly describes the butadiene facility 
at Torrance, California and its operation, neither this brochure nor the brochures relating to the 
other facilities in the Government's synthetic rubber program or their opeartion, is under any 
circumstances to be deemed any warranty or representation on the part of the Commission, the Recon- 
struction Finance Corporation or any other person. 


In accordance with the terms of the Rubber Producing Facilities Disposal Act of 1953, 
interested parties may, upon application to the Secretary of the Commission, request such additional 
data concerning the facilities offered for sale as they may require for the purpose of submitting 
purchase proposals. Upon similar application, arrangements may be made to afford interested persons 
an opportunity to inspect the facilities offered for sale, and to make such on-site inquiries con- 


cerning the plant and its operations as may be necessary and appropriate for the submission of 
proposals. 


This brochure does not deal with possible questions concerning a purchaser's rights and 
obligations which may arise out of patents and patent agreements and restrictions on technical 
information or on trade secrets that may be applicable to this facility. A separate brochure con- 
taining data on such patents, patent agreements and restrictions and outlining the Commission's 


proposed arrangements with prospectj purchasers in relation thereto, will be available upon the 
request of interested parties. 
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il. Description of Facilities 


neor 963, operated by the Shell Chemical Corporation, manufactures butadiene from a 
rived butylene-butadiene mixture obtained from the butane dehydrogenation plant at 
Salifornia, Plancor 1593, operated by the Standard Oil Company of California. General 

truction of the Torrance butadiene plant were performed by The M. W. Kellogg 
nstruction of the plant was started during September, 1942. The initial butadiene 
sysained during July, 1943. The Torrance plant was ordered to be placed in standby 
duction of the first period of operation was made August 15, 1947. The standby 
r 1, 1947, and was completed December 31, 1947. The plant was ordered to be 
950 and the reactivation work to rehabilitate the plant was started Sep- 
ompleted November 30, 1950. The initial butadiene production for the 
e operation was December 16, 1950. Exhibit No. 1 is an aerial photograph of 


Torrance Plant in tandem operation with the El Segundo Plant 
t butadiene per year. Subsequent additions, improvements and bottleneck 
have increased the capacity to its present value of 61,000 short tons butadiene 
No. 2 is a summary of major improvements since 1949, 


plant is located near Torrance, California, an industrial city of the Greater Los Angele 
plant is approximately 14 miles south of downtown Los Angeles, 8 miles northwest of 
h, and 6 miles east of the beach towns of Hermosa Beach and Redondo Beach. The plant is 
i on the east by Figueroa Street (U. S. Highway 6) and bounded on the west by Vermont Avenue. 
Vermont Avenue, due west of the plant, is the Government-owned styrene plant (Plancor 929) 
; The Dow Chemical Company. Adjoining the styrene plant on the north is the Government- 
etic rubber plant (Plancor 611) operated by Midland Rubber Corporation. The butadiene 
located in the center of an industrial area which includes six major refineries within a 
radius. These are: Shell at Dominguez; Union, Richfield, Texas and Shell at Wilmington; 
1 Petroleum at Torrance. 


fhe plant is served by the Pacific Electric Railway with connections for all major lines 
erving the Los Angeles area. Plant site switching and loading facilities are adequate for han- 
) tank cars of hydrocarbon and 4 cars of chemicals. In addition, a railroad spur also 
s the warehouse for boxcar unloading. 


and 3A are maps showing the geographical location of the plant and surround- 


and Equipment 


The plant site consists of approximately 89 acres of land. Available for expansion within 
the plot are approximately 19 acres. Exhibit No. 4 is a plot plan of the property. 


b) Buildings 


There are approximately 40 buildings on the plant property, principally of substantial 
masonry construction. A féw buildings are of steel or wood frame with transite or wood sidewalls. 
A list of jor buildings showing type of construction and floor area is set forth in Exhibit No. 


Tankagé 


here are 45 major storage and surge vessels: 14 Hortonspheres, 7 vertical pressure vessels, 
t pressure vessel, 22 atmospheric utility storage tanks, and 1 gas holder. Exhibit No. 
* major vessels. 
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Process equipment is divided 


(e) Utilities and Service Equipment 
he plant is provided with service equipment for generating and supe 
treating, 
+ 
t 


No. 8. 
) Tank Cars 


Government-owned synthetic rubber producing facilities include 448 Class ICC-104 
ssure tank cars (not considered to be a part of 


any individual plant investment) 
be available for sale with this project. 


g) Cafeteria 


A fully equipped cafeteria is located on the plant site. 


59961 O—55——_7a 
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lll. Plant Operation 


The Torrance butylene dehydrogenation plant is operated in tandem with the Government- 
owned butane dehydrogenation plant at El Segundo, California, Plancor 1593, to produce 98.0% 
purity butadiene from butadiene and normal butylene contained in a crude butadiene feedstock. 
Under present operations, the crude butadiene feedstock is received by pipeline from the butane 
dehydrogenation plant and, after the removal of the butylenes and butadiene, the recycle butane 
stream is returned to the butane dehydrogenation plant. Normal compositions of both the crude 
butadiene feedstock and the recycle butane stream are given in the following table: 


Crude Butadiene Recycle Butane 
Component Liquid Volume Percent Liquid Volume Percent 


Propane and Lighter .escccccsces O-1 0-1 
TSODUTANE ccccccccccccsccccocece 2-3 3-4 
Normal Butane .ccccccesccscccess 45-54 80-85 
Isobutylene cccccccccccssccccees 2-1 2-1 
Normal Butylene .ccccccscccccees 42-35 13-9 
Butadiene .cccccccccccsccseseces 9-5 1-0 
Pentane and Heavier 


seeeereesees O-1 1-0 


The feedstock costs at this plant are based on the net amount of materials retained each 
and vary with the totel operating costs of the butane dehydrogenation plant. 


A small amount of extraneous crude butadiene feedstock, containing 27-30% liquid volume 


butadiene, is purchased in tank truck lots at a flat rate from the adjacent Government-owned 
styrene plant. 


During periods of maximum production, additional feedstock has been required because of 
declining activity of the catalyst at the El Segundo butane dehydrogenation plant. Therefore, 
butylene concentrate, containing about 80% liquid volume normal butylene, have been supplied by 
the Office of Synthetic Rubber, from the Government-owned butadiene plant operated by Phillips 

hemical Company at Borger, Texas in tank car lots. 


Further information on present feedstock costs may be obtained from the Rubber Producing 


ities Disposal Commission by any prospective bidder who can demonstrate a valid need for 
ch information. 


Other important materials required for the operations of this plant are as follows: 


Materials w Received Application 


Absorption oil car Hydrocarbon absorption in gas recovery 
Acetic acid car Component of selective solvent 
Acetone truck Selective solvent 
Ammonia car Refrigeration and component of selective solvent 
Saustic soda solution car Neutralization of process streams 
Liquid chlorine Cylinders, by Cooling water 

truck 
Yopper metal chips Barrels, by rail Component of selective solvent 
Sulfuric acid Tank car Isobutylene extraction 
Catalyst, Shell 205 Drums, by rail Dehydrogenation catalyst 
Hydrated Lime Bags, by truck Water treating 
Soda ash Bags, by truck Water treating 


2. Process 


The production of butadiene on the West Coast is a tandem operation between the Standard 
)il Company at El Segundo and the Shell Chemical Corporation at Torrance, The unit operated by 
Standard Oil supplies the feed for the Torrance butadiene plant. The stream is received by pipe- 
line from El Segundo, and except for the recycle butadiene from the synthetic rubber plant, 
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plus occasional quantities of extraneous butadiene and butylenes, is the sole feed stream. Exhibit 
No. 9 presents a simplified flow sheet of the process. 


The crude butadiene feed stream from El Segundo is first processed in the extractive distil- 
lation unit to remove the normal butane. The separation of butylene and butadiene from butane is 
accomplished by means of an extractive distillation in a 7l-plate column, employing a solution of 
acetone and water as the extractive agent. The acetone solution leaves the bottom of the column 
with the butylene and butadiene, while the butane passes overhead. The butylene and butadiene are 
then separated from the acetone solution in a second fractionator and than water-washed to recover 


traces of acetone. The butane stream is also water-washed to recover acetone and is then returned 
to the Standard Oil plant. 


The butylene-butadiene mixture produced from the extractive distillation unit is routed to 
the product purification unit where the butadiene in the stream is removed. This unit consists of 
equipment for continuous counter-current liquid phase extraction of butadiene with aqueous copper 
ammonium acetate solvent, along with facilities for recovery of the butadiene, solvent purifi- 


ation and solvent make-up. Twelve extraction stages are provided, each consisting of a turbo- 
mixer and settler drum. 


In order to obtain maximum recovery and selectivity with the solvent, it is necessary to 
arry out the extraction at a low temperature. This low extraction temperature requires the use 
of refrigeration which is furnished by an ammonia compression refrigeration system. 


The rich solvent (extract) leaves the extraction system and passes to a desorber tower 
where the butadiene is removed by vaporization. The solvent is returned to the extraction system, 
while the butadiene goes overhead and is washed with water for ammonia removal, liquefied by 
ammonia refrigeration, inhibited to prevent polymerization and sent to final specification 
butadiene storage, prior to being transferred by pipeline to the synthetic rubber plant. 


In the extraction process, the copper ammonia acetate solvent becomes contaminated with 
polymers and in course of time becomes diluted. Facilities are provided to filter the solvent 
in Sweetland filters to remove the polymers. A solvent concentrator is also provided to bring the 
copper ammonium acetate solvent back to the desired concentration. An ammonia stream circulated 
by a 1,000 hp Clark compressor is the water removing agent. 


The hydrocarbons comprising the raffinate leave the extraction system countercurrent to 
entering lean solvent and contain approximately 0.2% butadiene. After being water-washed to 
remove traces of ammonia, part of the stream is routed to the isobutylene removal unit; the 
remainder is the feed to the catalytic dehydrogenation unit where the butylenes are converted to 
butadiene. The reaction as carried out in the plant requires high temperatures, low pressures 
and steam in the presence of a catalyst. This catalyst is manufactured by the Shell Chemical 
Corporation under the designation of Shell 205 catalyst. 


The dehydrogenation unit consists of two trains, each made up of a butylene heater, a 
combined steam generator and superheater, and a pair of reactors. In operation the purified 
butylene is first vaporized, then mixed with a small quantity of steam and heated in the butylene 
heaters. The feed is further diluted with steam just before it enters the reactors, where dehydro- 
genation of the butylene to butadiene takes place through a 32-inch bed of Shell 205 catalyst. 

A major portion of the sensible heat of the product stream is recovered in waste heat boilers 


located in the bottom section of the reactors, only one reactor per pair is in operation at a 
time. 


The dehydrogenation process is not 100% selective, therefore, some cracking to light gas 
takes place in the catalyst bed. The undesired gases along with the product gases are routed to 
the gas recovery area to remove propane and the lighter products. The gases plus the steam are 
quenched in the oil stripper scrubber where heavy polymers are removed. The gases then pass to an 
exchanger-type cooler which condenses the steam and further cools the hydrocarbon vapors, These 
vapors are compressed and partially liquefied. The portion of the reaction products which is not 
liquefied is subjected to oil absorption for high recovery of desired hydrocarbons. The liquid 
hydrocarbons are fractionated to eliminate light and heavy by-products of the dehydrogenation 
step resulting in a product stream of desired boiling range. A portion of the stream is recycled 
to the extractive distillation unit for butane removal, and the remainder is processed in the 
product purification system for extraction of the manufactured butadiene. 


To prevent isobutylene build-up in the plant, a portion of the raffinate from the butadiene 
purification unit is recycled to the isobutylene removal unit where isobutylene is absorbed in 
sulfuric acid of 65% concentration. The resulting solution known as "fat acid" will settle out 
from the remaining hydrocarbons and is thus separated. Upon being heated, the isobutylene in 
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1 the fat acid is polymerized to form a heavier product, called a "dimer," which is 
in the acid. The acid is recovered and recycled as “lean aci while the dimer is 
caustic and water and sold to a nearby refinery. 
lities are available for disposal of wastes from the manufacture of butadiene. The 
es of material classified as waste are in water streams, There are two waste oil 
S, one absorption oil recovery basin, and a chemical basin. The recovered waste oil 


uel. 


stream of impure butadiene is recycled from the synthetic rubber plant for reprocessing. 
tream contains heavy contaminants which are removed in a heavy ends removal column. 


30-tray towers are provided which were originally designed as a final stage in the 
f butadiene. These columns are not required for the designed service and are now 
» for general utility distillations. 


no 


ipment exists for the hydrogenation of the acetylenes in the plant feed streams. 
no longer required and is in standby. 


presently operated, the specification butadiene produced at this plant is delivered by 
to the adjacent Government-owned synthetic rubber plant, Plancor 611. Deliveries aver- 
5,242 short tons per month for the period January-June, 1953, with an average of 406 short 
s per month being returned in the recycle butadiene strean. 


previously mentioned, a recycle butane stream is returned to the butane dehydrogenation 
’ y yarog 
El Segundo, California, Plancor 1593. This stream varies from 2,000 to 4,000 barrels per 
jepending upon the crude butadiene rate to this plant. 


he cold acid polymer by-product (dimer) from the isobutylene removal unit is shipped by 
ine to Shell Oil Company, Dominguez, California. Shipments of cold acid polymer have aver- 
37 barrels per month during January-June, 1953. 


\ 


In normal operation there is sufficient tankage to permit storage of about six days' pro- 
juctior f 


du 1 of finished butadiene. It is possible at times to alter tankage so as to store an addi- 
tional four days' production. 


The monthly production of new butadiene from January, 1951 to August, 1953 is given in 
xhibit No. 10. The average production in this plant during the first six months of 1953 was 
4,659 tons per month of new butadiene. New butadiene is that produced from butane or butylenes 
nly and does not include the recycle butadiene from the synthetic rubber plant. 


As mentioned above, the total butadiene production of this plant is normally delivered to 
the adjacent synthetic rubber plant. However, on rare occasions, butadiene has been shipped by 
tank car during periods of curtailed or interrupted operation of the synthetic rubber plant. The 
last such shipment was in February, 1952. A product distribution map is presented as Exhibit 
No. ll. Freight costs of butadiene shipped by tank car to other areas are presented in the 

ollowing table: 


FREIGHT COSTS OF BUTADIENE IN TANK CAR LOTS 
FROM TORRANCE, CALIF. 


(As of September 1, 1953) 
(Federal transportation tax not included) 


Destination 


Cost per Ton 


AKrOM, ONTO ceccccceccecceeeeseeeeee reese esse esse sees esses eeeeeessese 


Institute, We Va. scscccccccccccccsccceseseessesseseceesssssessessees 


LOULsville, Kye ccscccecceccsessccesesesssessseeessessesseseseseesese 
Naugatuck, COMM. cesccccccacceccceccesesssceeesessessssesessssseseees 
Baton Rouge, LO. cececececcccascsecessseesssessssssesesssesessssssees 


Baytown, TeX. ssccccccccccrececaseseeceseseeseeeseesesssesseesssesess 


Borger, TEX. scosccecsccececseeseessesseeses esses sess sees esses seeeeeee 


HOUSTON, TEX. ceeececcnseseceseeaeessees sees esse ese esse seesesseasseee 


Port NecheS, TeX. esccccccccccceesacessessessssesessseeeesrseeseseeee 


ERERKKRRRE 
bE SSE IIIS 


We Lake Charles, Le. ccccccecccccsecsceccseesesseesesssesssessssesess 
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sea 


att—h 


from a Government-own 
on the plant site 


ol 


Southern California Gas Comp: 


344 per MCF (used 
er MCF (avg) (general 


Fuel oil burned during periods of gas curtailment in wi 


ompany, Dominguez, California Refinery and delivered by pipeline. 
approximately $1.81 per barrel. 


i] 


water 

Raw water is supplied by contract with the Dominguez Water Com 

Potable water, 
Department of 
2 per MCF. 


water for fire-fighting, and standby proc water are 
Water and Power, City of Los Angeles. Average cost of 


Steam is generated in 8 Yarr 


in 


ow marine-type boilers obtained from World 
each rated at 35,000 lbs per 


stroyers 


mur at ¥ 
9 u r av 


hou < psig. Two additional boilers of the and 
rating are scheduled for completion by the end of 1953. Additional process steam generated 
the superheaters and waste heat boilers. The plant is self sufficient with respect to steam. 


igeration 


Refrigeration for process cooling is supplied by s 
stage, ammonia compressors with associated 
igeration per day. 


x i 


—* 


i iF 
soolers and condenser 


Waste Disposal 


Existing waste disposal facilities produce an effluent which is sati combined 
ith effluents from Plancors 929 and 611. Oil, chemical and storm sewers a ) After oil 
sk treatment, the effluent waters combine with those of Plancor 92° d the Knox 


sin and after further skimming, flow to the Dominguez Channel. 


Copper-containing wastes are disposed of to the sanitary sewer. 


(h) Sanitary Facilities 
—___ 


sewer 


The plant sanitary sewers are connected to District 8 of the County 


5. Maintenance 


The maintenance program at this plant consists of routine maintenance while the plant is 
operation and "turnaround" maintenance during periods of plant shutdown. With the existing 
facilities, machine shops, etc., it is possible to do the majority of this maintenance work on the 
plant site. For certain highly specialized types of maintenance, however, it is occasionally more 
practical to contract to outside facilities. 
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The majority of the maintenance work at this plant is performed by Engineering Department 
personnel, The present operating agent maintains an Engineering Department of approximately 160 
including supervisory personnel. At times, other maintenance work is performed on plant site 
by outside contractors. 


Routine Maintenance 


Routine maintenance includes the continual cleaning, inspection, repair or replacement, 
and testing of pumps, compressors, exchangers, etc., which, due to the existence of spare equip- 
ment or intermittent service, will not interrupt production. Also in this category, painting 
continues throughout the year. 


Turnaround Maintenance 


Twice a year, a general shutdown of the plant for approximately one week occurs during the 
catalyst change at the butane dehydrogenation plant at El Segundo. During these general plant 
shutdown periods, all maintenance of process equipment necessary for uninterrupted plant operation 
for the next six months is performed. 


The maintenance work done during the June, 1953 general plant turnaround is typical of such 

maintenance. During this turnaround, work was performed in the feed preparation, dehydrogenation, 

as recovery, butadiene purification and steam generation units. The following were opened, in- 
pected, cleaned, repaired, and returned to service: the acetone rerun and butadiene removal 
columns and all exchangers in the feed preparation unit, the "A" and "B" butylene heaters and 
reactors in the dehydrogenation unit, the debutanizer column and auxiliary equipment and the 
reactor product box condensers in the gas recovery unit, the ammonia fractionator and several 
exchangers in the butadiene purification unit, the Yarrow boilers and the water treater in the 
steam generation unit. 


Certain equipment, such as the boilers, receive more frequent inspections (two or three 
times yearly) than other equipment in less corrosive service. For example, the Hortonspheres are 
inspected about once every three years. 


In general, however, the majority of the plant equipment is inspected, cleaned, and re- 
paired, if necessary, at least once a year. 
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IV. Organization and Administration 


. Organization and Personnel 


This plant is operated under the supervision of a Plant Manager and Plant Superintendent 
and divided into seven departments, each headed by a Department Manager. The plant organization is 
integrated with the parent company in the use of the services of their Head Office Purchasing and 
Stores, Personnel and Industrial Relations, Legal, Engineering, and Treasury Departments. Under 


present conditions, the normal complement of regular full-time employees at the plant numbers 371, 
as follows: 


PERSONNEL SUMMARY 


ADMINISTRATIVE 
Plant Manager.....ssseeces 
Superintendent.... 
Shift Supervisors... 
Steno-Secretary 


OPERATIONS 
Catalytic Dehydrogenation 
Department Manager.........e+: 
Ass't. Department Manager 
Technical Assistants........ 
Chief Operators.......se+- 
Operators 


NPeWNe 


Ww 


Extraction 
Department Manager.....cscccsccsecccccceess oe coces 
Ass't. Department (dani es REI SONAR RARE TASH RE 
Toohmied) Assistants. .occivcovececcvccoseccoevecceceseoseccooccece 
Chief Operatore...cccosccccccccccevccccccccccccsccccesoccccccocces 
Operators.... 


SPREE REET EERE HEHEHE HEHEHE HEHEHE HOES 


ENGINEERING 

CEOE SGANOEEs ccsecsvccesctccccccscesccsscccceceecececcaescecnccece 
Ss Se ORs 0 0:64. bn cnnenscccescctnbenbecescssccesesecceees 
SamGae BUSING cc ccccctescacepoccéaccvcececcesevenceescocesce 

Cofef Engineering Inspector .ccccceccvccvcsesevtcccveccsovesocccscouce 
BAREROOTS Ss 6 65 566000650 004.00 0008 ree woReHese FEC OCCCSHC CO CesL CH CSETOSS 
Master MeGhende. .ccccccccccccoeveseccceseoreseosccoesecvcececevescee 
Gomera Poremas voc ccc cccvevesesesevecocssovecccoovesesosecsovcccece 


POPOMNR sc ccccccncccccccccccsscecesecceceeesccescoceeevcceeceesoceoes 


Bamineswing IRGC. cccccscccenceccceccccesencerenescccceosecncese 
DROLtEMER. cccccccccvccccccccesoes 


CIOPEB. cccccccccccccceccvccceccenesescececenecccecececcceneccesesese 
GEO GTONE o.oo ccccccve codec ccesetessotocveceseeccccccccvccccosceece 
SeeR ew BAGURGGTS s oo vc dc cbc cece sbnc doc Secéedeeeecwcvecsseee secéecese 
Bricklayer (1) Helper (1)....cccccsscccccccccess 
Boilermakers (5) Helpers (5)....... 
Carpenters eeccceccecce 
Electricians (7) Helpers Cis inte si delnnbiewadad eiieebaatebimamaniews Ot 
DEE. Cd, UND UBD on 0000040005000ebnnnrbeciaramegesers 
Raoebabera C2) Grteewe (Bie lotic core HE ac Gb de Hic Seve 
Mactiidintea Gas) Dalpates CO). 5560 ied sin dn ddbee ce cecdsintideteedisess 
Painters. ce ovecccecccercsecccesecceses 
Pipefiitters (10) Helpers Cienses 
Riggers.. ° 


OH KR ORF eH 


eee ee eee eee eee ee 


ry 
OWONWrHOAWe 


eee ee eeeeeeeeees 


w 


Bax 


eee eneee oe eee eee eee eee eee eee) 


OUP eee EUS UCPC USES ee eee eee eee) 


N 
woe 
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AND INDUSTRIAL RELAT 
t Manager....... 
and Safety Inspectors 
afety Inspectors... 


TOTAL... 
"turnarounds" an average of 15 contract maintenance men are 
addition to the above, a non-profit cafeteria is operated on 
tely 7 employees. Also the Plant Protection force of 9 employees 
? employees, are on a contract basis. 


—Management Relations 


The International Brotherhood of Electrical Workers were certified 


tatives for the seven electricians on the payroll. This election was held 


no contract has been negotiated nor has the Union made any effort to 


1 
1 
1 
5 
3 
1 
1 
1 
1 


371 


brought in to assist in 
a contract basis with 
as well as the janitor 


as bargaining represen- 
two years ago and to 
do so. 
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The remainder of the employees have on two occasions voted other petitioning unions out and 
the plant remains unorganized. 


3. Wage Rates 


The following is a tabulation of wage rates for all hourly paid operating and maintenance 
& v t : 
employees: 


WAGE RATES 


Classification Rate per Hour 
Operator No. 1, Special....... 
Mechanic No. 

Operator No. l.... 

Operator No. 2 $2.235 
Truck Driver ‘ - aa Apt $2.20125 
Operator No. 3 ° ° . $2 .13375 
Utility Truck Driver $2.0675 
Helper... ° $2.0325 
Laborer - Special...... 


$1.93125 
SET 3. phnbS56005%00609%) acsoee $1.8625 


$2.40375 
$2. 36375 
$2.3375 


4. Safety 


There are no hazards in this plant unusual to the chemical or refining industries. Since 
the reactivation on December 6, 1950, the present operator's employees have worked approximately 
2,151,609 man-hours with only one disabling injury. A new employee who disregarded instructions 
was injured. Neither equipment nor process were at fault. 


The frequency of 0.46 injuries per million man-hours worked, is well below 5.10 in the 
chemistry industry as a whole and 9.67 in the refining industry. 


The first aid facilities consist of an air-conditioned treatment room, an examination room, 
and a rest room. 


All but a few new employees have been given a course in first aid* training by 
Mines. Medical service is provided by a clinic in nearby Torrance where a doctor is 
of a 24-hour besis, to handle all industrial injuries. 


the Bureau of 
in attendance 


There is a fully-equipped ambulance stationed at the plant. There are 7 hospitals in the 
immediate vicinity of the plant, 3 of which are as close as 2 miles. 


5. Fire Protection 


No serious fires have occurred in the plant since reactivation. Fire fighting equipment in- 
cluding sprinkler system, fixed spray protection, fire truck, and pumpers are all in conformance 


with accepted industrial standards, This plant is a member of a mutual aid plan which is comprised 
of three industries in the immediate area. 
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V. Financial Data 


This plant has been operated for the account of the Government as an integral part of a 
program-wide operation. In addition to its overall administration of the Synthetic Rubber Program 
as & governmental activity, the Reconstruction Finance Corporation has centrally administered cer- 
tain aspects of plant operations without the allocation to plants of the related costs. Among the 
services referred to are certain phases of materials procurement, sales and credits, and research 


and development, along with legal and accounting services of the type narmally performed by a home 
office. 


The accompanying financial data applicable to this plant are based upon reports prepared by 
the operator from plant accounting records maintained in accordance with generally accepted com- 
mercial accounting practices applicable in the circumstances. The control devices employed in the 
administration of program operations include outside audit of the plant accounts and records at 


least annually by independent public accountants under engagement by Reconstruction Finance 
Corporation. 


Generally speaking, however, the practices which have governed the accounting for revenues 
and the allocation of costs beyond the plant production level have been geared primarily to re- 
flect operations on a program-wide basis, rather than by plant, in a manner to meet the needs of 
overall program administration. Accordingly, no attempt has been made to allocate to individual 
plants the cost of administering the Synthetic Rubber Program, interest expense, or other expenses 
and losses incurred at the Washington level. 


In addition, revenues derived from the sale of rubber have been allocated entirely to the 
plants producing finished rubber.The butadiene and styrene plants reflect no revenues, in the con- 


ventional sense, for the reason that such plants were supplying a basis raw material to the plants 
producing finished rubber. 


Consequently, no conventional balance sheet or profit and loss statement for the plant is 
included herein, since the cumulative results of operations and other financial aspects of 


program-wide operations would have no proper application to individual plants under private owner- 
ship and operation. 


However, there is presented as Exhibit No. 17 a comparative statement of operations of the 
Government Synthetic Rubber Program for each of the fiscal years ended June 30, 1951, 1952, and 


1953, reflecting the results of operations on a program-wide basis. This statement includes types 
and amounts of expenses and losses not identified with, or allocated to, individual plants. 


With respect to this particular plant, pertinent data relative to the investment in 
property, plant and equipment, production costs, and the quantities of end-product produced are 
set forth, in appropriate detail, on the appended Exhibits listed below: 


Title Exhibit No, 


Property, Plant and Equipment... ..cccccccccccsccccsescscccccesecscess l2 
Construction Work in Progress... .ccsccccccccccccvccscescccecesecsece 3 
Summary of Plant Production CoSts....cccsccscccsescccesccccccseseees 14 
Details of Plant Production CoSt...ccsccccscccccdsccsscccccssesecese 15 
Details of Steam Production CoSts....cscccccccscescceccscssesccceces 16 


These Exhibits and other financial data related to this plant are discussed under appro- 
priate headings in the following paragraphs of this section. 


Property, Plant and Equipment 


As of June 30, 1953, the gross investment in property, plant and equipment, at cost, ag- 
gregated $20,426,000 including property reported surplus to the plant needs having in that year a 
net book value of $4,000. The gross investment also included equipment, in the amount of $129,000, 


in standby status whichever, for the most part, consists of equipment for the hydrogenation of 
acetylenes. 
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Exhibit No. 12 shows, by fiseal years from January 1, 1946, a breakdown of the aggregate 
investment by major property classifications, the totals of additions and retirements, and (as 
supplementary information for ready reference) labor and material expenditures for maintenance and 
repairs applicable to the production department only. The gross investment reflected at the be- 
ginning of the period (January 1, 1946), in the amount of $19,312,000 is substantially representa- 
tive of the original construction cost. The value applicable to property reported surplus to plant 
needs and subsequently disposed of is included in the amount shown for retirements, transfers and 
disposals during the year in which sale, transfer, or other final disposition thereof was effected. 


The amounts expended on Construction Work in Progress at June 30, 1953, together with the 
amounts authorized for each uncompleted project, are reflected on Exhibit No. 13. 


Depreciation Accrual 


Depreciation charges aggregating $16,569,000 have been accumulated for accounting purp 
against the property, plant and equipment remaining in service at June,30, 1953, through the 
plication for such purposes of depreciation rates determined early in the Program without the 
benefit of operating experience. Generally, such depreciation rates were applied to groups of 
assets on the composite rate theory of average life of the facilities making up the groups. As the 
program progressed, and as asset groups still in serviceable condition became fully depreciated on 
the accounting records, it became apparent that the depreciation rates thus established were ex- 
cessive. However, no revision of the rates has been undertaken, In addition, the application of 
the rates was continued against the original cost base of the respective asset groups without re- 
gard to portions thereof on which depreciation had been fully accrued. The combination of these 
factors has had a tendency toward the accumulation of excessive depreciation charges. Accordingly, 
it is apparent that the depreciation accrual of $16,569,000 as compared with gross plant cost of 
$20,426,000 is not necessarily an indication of the plant condition at June 30, 1953. 


Net Working Assets 


An analysis of the investment in net working assets at this plant at Jume 30, 1953, is as 


follows: 
WORKING ASSETS 


ROSSITODINGso00ccdddcddccccecccccccdsssctdocccccecsbeddsoceccesetiee 
Prepetd Ga Datetwed Gas GeR. <ccccccccscccosescccateterecccccecceus 
Inventories: 
Specification Butadione.......cececseccesccesveceses $136,314 
Wek in ProcesOss ceccocsccvocerscoccccscovccescccece 4,467 
Raw Materials, Chemicals, OtC......sscesseccecececes 360,112 
Operating Supplies, Spare Parts and Tools.....seee+. 490,557 
Items Surplus to Plant Needs.......cscocceccescssees 


Total Inventories. ..ccccccccccccccccpvcccccccccece 991,450 


Total Working ASSOTS...sccccccceccccccecsecseeesecesrccsssessceceess 1,037,373 
10G83 LAGDILITIO‘ . 0 oc cccccccccccceccccscesevecccecveces 503, 326 


Wet Working Assets, cccccccccocscesecoconccocccccsccesescoccccece $534,047 
Inventories of work in process and finished goods are valued at the cost of production, on 
a first-in, first-out basis. Inventories of raw materials are valued at the purchase or transfer 
price, plus freight, on a first-in, first-out basis. Inventories of chemicals, operating supplies, 
parts and tools are valued at the average purchase price for ¢ach class of materials on hand. 


The investment in net working assets, as reflected above, is not necessarily representative 
of the average amount which may be required under private ownership and operation of the plant. 


PLANT PRODUCTION COSTS 


The conversion costs shown in Exhibit Nos. 14 and 15 represent costs actually incurred in 
production operations at the plant level but, as aforementioned, do not include the cost of ad- 
ministering the Synthetic Rubber Program, interest expense, and other program expenses and losses 


incurred and recorded at the Weshington level. In addition, such costs do not include provision 
for depreciation of the plant. 
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The raw material costs at this plant are based on the monthly stock differential with the 
crude butadiene plant (Plancor 1593) at El Segundo, Cal., operated by Standard Oil Company of 
Salifornia (which is operated in tandem with this plant); the cost of a small amount of crude 
butadiene feed stock from the adjacent Government-owned styrene plant: (Plancor 929) operated by 
Dow Chemical Company and, in periods of peak production, the cost of a butylene concentrate stream 
from the Government-owned butadiene plant (Plancor 484) at Borger, Texas, operated by Phillips 
Chemical Company. 


Summary of Plant Production Costs 


A summary of plant production costs, together with material consumption and yields for each 
of the fiscal years ended Jume 30, 1951, 1952, and 1953, is presented as Exhibit No. 14. Overall 
production and cost totals shown on the Exhibit are summarized as follows: 


1951 1952 1953 


Production Volume: 
From Basic Raw Materials 56,119 ST 50,309 sT? 
From Copolymer Recycle.....seceoes 7,463 ST 3,952 ST 
From Extraneous Crude Butadiene... 2,117 ST 709 _ ST 


Total Production Volume . 65,699 ST 34,970 ST 
Production Costs: 

From Basic Raw Materials $13,386,000 $12 , 507,000 

From Copolymer Recycle.....sseceees 1,111,000 980 ,000 


From Extraneous Crude Butadiene... 400 ,000 176,000 


Total Production Costs... - $6,910,000 $14,897,000 $13,663,000 


Cost Per Pound: 
From Basic Raw Materials bets 13.36¢ 11.93¢ 12,43¢2 
From Copolymer Recycle... pine 8.06¢ 7.45¢ 12.43¢> 
From Extraneous Crude Butadiene... - 9.44¢ 12.43¢7 


Average Cost Per Pound é“ 12.54¢ 11.34¢ 12.43 


1 Cost differentials equalized thru based employed in the pricing of feedstocks in 


1953. 


2 Includes production of 12,732 short tons from contained Butadiene in feed from the 


Government-owned crude Butadiene plant (Plancor 1593) operated by Standard Oil Company of 
Salifornia, at El Segundo, California. 


Details of Plant Production Costs 


Details of costs charged to plant production operations during the fiscal year ended June 
30, 1953 are set forth in Exhibit No. 15. These data include for each production department the 
individual elements comprising material and conversion costs. The Exhibit also shows quantities 
and average per pound costs of the raw materials consumed, and chemicals used in conversion. 


Sertain elements of operating expenses, included as a part of conversion costs, would be 
different under private operation. As previously stated, the costs reflected at the plant level do 
not include provision for depreciation, and taxes and insurance expense are affected by certain 
conditions of government ownership. The plant operating expenses do include a management fee paid 
to the operator in accordance with the contract for the operation of the facility, and royalties 
paid on butadiene process patent rights. These elements of cost under the Government Synthetic 
Rubber Program are accounted for as an operating charge to the particular facility. 

Taxe 
A summary of the real property taxes levied against this plant for the last year taxes were 
paid (1952) is as follows: 


Tax Assessed Tax Rate 
Authority Valuation Per $100 


County of Los AngeleS...cccccccesecsccses $4,459 310 5822 
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Insurance 


The insurance expense incurred by this plant under government operation 1 
miums paid on the following types of insurance: 
) Workmen's Compensation and Employers' Liability Insurance, including ( 
Comprehensive General Liability Insurance (excluding property damage); 


) Comprehensive Automobile Bodily Injury and Property Damage Liability Insurance; and 
) Steam Boiler and Machinery Insurance. 


ccupational Diseases; 


(a 
(b 
(c 
(a 


The total insurance cost for this plant was approximately $20,000 for the fiscal year ended 
June 30, 1953. 


The Government generally follows the practice of self-insuring other types of risks, and no 
charge to plant production costs is reflected on the appended Exhibits for the equivalent premium 
costs or losses. The losses incurred in the Program as a whole are shown on Exhibit No. 17. 


Maintenance and Repairs 


Expenditures for labor and material for maintenance and repair are shown in the following 
table for each fiscal year. The amounts reflected are for the production department only, being 
exclusive of such expenses charged directly to auxiliary service departments. 


Maintenance and Repair 
Fiscal Labor Material Total 
Year (Thousands of Dollars) 


DAT ccccccccccesccccccccesccoccesccoocescocess $250 $208 $458 
WAG, cncvccseceneedescdccsesdccesounscscacede 19 15 34 
IDKD, conse scddsaedvccvevcccetesscocacecsseeace (Plant in Standby August 1947) 


LOND ain cndocecipesdcnadecvace céedceiscoscucgte (Plant Reactivated August 1950) 
BOs L a cawesecesecececosocccccccedesscccvesesse 212 155 367 


1952. cevecevecccccccscccccccesecececscesecece 411 474 885 
1953. ccccccccccccccccscccccccceccccecessecese 512 316 828 


Mees ida cddadnvtnessenecsancktalvease | ReGen $1,168 $2,572 


The segregation reflected between labor and materials for the years 1947 through 1950 has 


been computed on the basis of the ratio of actual labor and materials shown for the years 1951 
through 1953, 


Generally speaking, the costs reflected for maintenance and repair include expenditures for 
alterations (including ordinary rearrangement and relocation of plant equipment), renewals, re- 
placements, and betterments unless such expenditures were expected to result in an increase of 
plant efficiency or productive capacity, or materially to prolong useful service life. In the 


latter event, such expenditures were capitalized as a part of the investment in property, plant 
and equipment. 


Services 


There is presented as Exhibit No. 16, a statement of production costs for the Steam Depart- 
ment for the fiscal year ended June 30, 1953, showing the disposition made of steam produced. 
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Vi. Exhibits 
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MAJOR IMPROVEMENTS 
SINCE 1949 
1950 


New pumps were installed for returning recycle butane to Standard Oil to 
capacity. 


195 


Installed mechanical seals on pumps in acetone service to reduce acetone losses. 

All Yarrow boiler oil burners were replaced by Coen burners to give better control of firing, 
reduce atomizing steam consumption, and reduce smoking. 

Facilities for loading tank trucks with recycle butane were installed to permit larger transfer 
rates to El Segundo. 

Larger motors and impellers were installed for raffinate service in copper ammonia acetate ex- 
traction System to increase the capacity of the unit 25%. 

New gas recovery compressors were installed, increasing permissible feed rate by 25%. 


Cold acid polymer unit for isobutylene removal was reactivated. Substantial improvements in feed- 
stock purities were attained. 


1952 


Revisions were made to the trays in the acetone extractive distillation column to increase capac- 
ity about 10%. 

Installed gland seals in all copper ammonia acetate unit turbomixers to reduce solvent loss. 

"A" and "B" superheaters were modified to increase draft capacity. 

An additional induced draft Marley cooling tower was installed to porvide the entire cooling load 
for the feed preparation unit. 


1953 


Tray and feed port modifications were made to the acetone extractive distillation column to in- 
crease separation efficiency. 

Two new Yarrow steam boilers were installed. 

Spray fire portection system installed including a new 16-inch fire main. 


ai 
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EXHIBIT NO. 3A 
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MAJOR BUILDINGS 


Cafeteria 
Concrete Floor, Masonry Walls, Wood Joists and Sheathing with Four-ply —_ 


eli tinche dates teccauie ceddidehsxuxtenasber 
Change House--Mens and First Aid 
Concrete Floor, Masonry Walls, Wood Joists and Sheathing with Four-ply Asphalt 
MODE ccc cccccsesdoedcbsescocecsscsecsececoessecscevedeee 
Chi e House--Womens (Converted to Office Facilities) 
Concrete Floor, sonry Walls, Wood Joists and Sheathing with Four-ply Asphalt 
MONE od 0 ccc ndeeccestebiocdeccecsvcevesoncescescetpescéeeeesecoe 
Compressor House--Gas Recovery 
Concrete and Steel Grating Floor, Masonry Walls, Wood Joists and Sheathing with 
Four-ply Agphalt Reof...cccicocccccccccccccccccessecescceSecccteccevcvccecvese 
Compressor House--Refrigeration 


Concrete and Steel Grating Floors, Masonry Walls, Wood Joists and Sheaining with 
Four-ply Asphalt Roof. oeocccccoccoceseceseces 


Control Room--Feed Preparation 
oncrete Floor, Masonry Walls, Concrete Slab, Roof with Asphalt Coating......... 


Control Room--Gas Recovery 
Concrete Floor, Masonry Walls, Concrete Slab Roof with Asphalt Coating........+. 
Control Room--Reactors 
Concrete Floors, Masonry Walls, Concrete Slab Roof with Asphalt Coating......... 
Control Room--Product Purification 
Concrete Floor, Masonry Walls, Concrete Slab Roof with Asphalt Coating.....s.s«. 
Filter House--TIwo Story 
Lower Floor--Concrete Floor, Masonry Walls, Concrete Slab Ceiling Second 
Floor--Concrete Floor, Wood Frame, Joists and Sheathing with Four-ply Asphalt 
Roof...... 
Garage 
Concrete Floor, Masonry Walls, Wood Joists and Sheathing, Four-ply Asphalt 


ROOL . co cccccvvcccccccevccccccccesvecccsesecccccoecee 


Gate House and Personnel Office 

Concrete Floor, Masonry Walls, Wood Joists and Sheathing with Four-ply wanes 

Dit canine aan to on deceietineecnden ae 
Office--General and Laboratory 


Concrete Floor, Masonry Walls, Wood Joists and Sheathing with Four-ply Asphalt 
ROOL . ceccoccvescccevesces 
Pilot Plant 


Concrete Floor, Masonry Walls, Wood Joists and Sheathing, Four-ply Asphalt 
ROO .ccccccccsvcsccceces 


Pee ee PP Pee eee eee eee ee 
Poe P ee ee Pee ee eee eee 


eeeeeeereeerrnee 


Pee Pee eee ee ee eee ee eee eee eee) 
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COCR EERE HEHEHE HEHE Ee 
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Shop es 
Concrete Floor, Masonry Walls, Wood Joists and Sheathing with Four-ply Asphalt 
ROE ncccvevvccccesos 
Warehouse 
Concrete Floor, Masonry Walls, Wood Joists and Sheathing with Four-ply Asphalt 
ROOL. ccccscecscee 
Warehouse Storage 
Concrete Floor, Steel Frame, Transite Siding and Roof...c.sccsccescccsscceesees 


Warehouse--Exchanger Tube Storage 
Wood Floor, Frame, Joists and Sheathing with Three-ply Asphalt Roof....sesseeses 


Water Treating--Feed Water 
Concrete Floor, Wood Frame, Joists and Shesthing with Four-ply Asphalt Roof..... 


COCO EEE EEE HEHEHE EEE EEE HEHEHE EEE EEE EEE E HEHEHE 


CORO RRR EOE HEHEHE EEE EEE HEHEHE EEE EEE TEETH EEE HE EEES 





Floor Area 
ms % 


/ 
(Sq. Ft. 


2,624 


10, 382 


1,023 





Present Use 


CAA Solvent..... 
Lean Absorption Oil.... 


Dimer Storage.... . 
Gas Holder (Dehydro. Process Surge).......++- 


1 
1 
2 
3 
4 
2 
2 
1 
1 
2 
1 


Dilute CAA Solvent 
Copolymer Recycle..... 
Crude Butadiene 
Extraction Feed....... 
Raffinate to Isobutylene Remova 
Dehydro. Feed 
Butadiene Storage.... 
Recycle Butane.... 
Utility Storage 


eee ee eeenee 


NNNNDKND 
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MAJOR STORAGE AND PROCESS VESSELS 


Horizontal 
Vertical 
Vertical 
Vertical 
Vertical 
Vertical 
Vertical 
Vertical 
Vertical 
Vertical 
Stacy--Single 
Lift 

Vertical 
Vertical 
Hortonspheres 
Hortonspheres 
Hortonspheres 
Hortonspheres 
Hortonspheres 
Hortonspheres 
Vertical 


Working 
Pressure 
Feig 


150 
Atmospheric 
Atmospheric 

30 
Atmospheric 
Atmospheric 
Atmospheric 
Atmospheric 
Atmospheric 
Atmospheric 


Atmospheric 
Atmospheric 
20-40 
20-40 
20-40 
20-40 
20-40 
20-40 
20-40 

40 
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w BEBBRKee = 


Exhibit No. 6 


Total 
Capacity 


gals. 
gals. 
bbls. 
bbls. 
bbls. 
bbls. 
bbls, 
bbls. 
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350 bbls. 
640 bbls. 
,000 bbls. 
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Exhibit No. 7 
Page 1 of 4 


MAJOR ITEMS PLANT P 


Quan- No. of 
ea ee 












Normal Butylene 
Purification 


Unit 


B-B Extractor 





Towers 12'-6" I.D. x 160'-6" To extract butylene from 
feed. 

To remove traces of acetone 
from butane strean. 

To remove water from ace- 


tone 


Butane Water 
Wash 
Acetone Rerun 


7'-6" I.D. x 741-0" 


6'-6" 1.D. x 42'=7" 


Butylene 11'-0" I.D. x 108'-0" To strip absorbed butylene 
Stripper from acetone. 

Butylene Water 6'-6" I.D. x 33'=7" To remove traces of acetone 
Wash 


from butylene strean. 


Pumps, Exchangers, (Condensers, Reboilers, etc.), Control instruments reflux and miscellaneous 
surge drums, and piping are provided to operate the unit. 


Isobutylene 
Removal Unit 


Towers Dimer Stripper 1 |4'=-6" x 73'-0" 30 Separates butane from dimer. 
Rerun Column 1 |6'-0" x 71'-2" 30 Strips butylenes from dimer. 
Drums and Reactor Settler 2 |12'-0" x 36'-8" -- Vo extrect isobutylene from 
Vessels fecd. 
Fat Acid Surge lL |8'-6" x 20'-7" ae To absorb surge of fat acid. 
Drum 
Dilute Acid 1 j|9'-0" x 30'-11" -- To absorb surge of dilute 
Surge Drum acid. 
j Coustss Wash 1 |2'-0" x 10'-0" -- To remove traces of acid 
Drum 1 |6'-0" x 26'-0" from effluent 
1 |5'-0" x 281-0" 
Dimer Separator 1 |9'-0" x 37'-0" ae To separate polymer from 
acid. 
Dimer Stripper 1 |6'-0" x 27'-7" -- To absorb surge of dimer. 
Surge Drum 
Dimer Stripper 1 6'-0" x 28'-0" -- Separates spent caustic and 
Bottoms dimer. 


Settler | 


Pumps, Exchangers (Condensers, Reboilers, etc.), Control instruments, Misc. surge and reflux drums, 
Mixers, and piping are provided to operate the unit. 


Dehydrogenation 


and Gas Re- 
covery Unit 
Towers Stripper 1 |19'-0" x 72'-6" 12 An oil scrubber to cool 
Scrubber stream and remove heavy 
ends. 
Dehydro. Gas 1 |7'=-0" x 122'-0" 67 To remove gases lighter 
Absorber than propane from dehy- 
drogenation effluent. 
Depropanizer 1 |[5'-0" x 79'-2" 30 To remove propane from de- 
hydro. product. 
Debutanizer 1 |6'-6" x 76'=2" 30 To remove heavy ends from 
dehydro. product. 
Rectifier 1 {[5'-0" and 3'-0" 6 To remove butadiene-butyl- 
x 26'-10" ene carry-over from pro- 
pane stream. 





ll6a 


Comp ressors 


Ma jor Ex- 
changers or 


Condensers 
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MAJOR ITEMS OF PLANT PROCESS EQUIPMENT-—Continued 


| Nomenclature 


Dehydro. 
Reactors 
Dehydro. Gas 

Flash Drum 


Compressor 
Suction 
Knockout 

| Drums 

| Condensate 
Separator 

Fuel Gas Knock- 
out Drum 


Waste Heat 
Boiler Steam 
Drum 


Butylene Heater 


Steam Super- 
heater 


| Two Stage 
High Stage 


Waste Heat 
Boiler 


Ammonia Ex- 


changer 
Box Condensers 








}10'=8" x 41'=4" 


16'-0" x 23'4" 


5'.0" 14'.0" 
8'=0" 18'-4" 
4'-9" 14'-3" 


7'=0" x 14'=4" 





5*-0" 11'-5" 


7'.0" 26'-6" 


56,000,000 Btu/Hr. 


(Total Duty) 


250,000,000 Btu/Hr. 


(Total Duty) 
4,000 H.P. Total 


300 H.P. 


3,016 Sq. Ft. 


2,320 Sq. Ft. 
4,475 Sq. Ft. 


To convert the butylene to 
butadiene. 

To separate condensed hy- 
drocarbon from feed to 
gas absorber. 

To knock-out liquids from 
compressor feed. 


To remove gases from con- 
densate. 

To remove liquid from ab- 
sorber tops condensate 
knock-out. 

Recovery heat from reactor 
product gases. 


To heat reactor feed. 


To superheat steam for 
cat. dehydro. 


Compress dehydro. product 
gas. 


To cool reactor effluent 
and recover heat to 
generate stean. 

To condense compressor 
product gas. 

To remove water vapor from 
reactor effluent by con- 
densation. 


Exchangers (Condensers, Reboilers, etc.), Control instruments, reflux drums and piping are provided 
to operate the unit. 


Butadiene 
Purification 
Unit 


i 


ower 


Drums and 
Vessels 


| 


Desorber 
Column 

| Butadiene 

Scrubber 


Ammonia Frac- 
tionator 


Extraction 
Settlers 
Butylene Wash 
Drum 
Raffinate 

Settler 





Raffinate Wash 
Drum 


10'-0" x 69'-6" 


4'-6" x 48'.5" 


3'=4" x 63'-9" 


12'=-0" x 36'-7" 
12'-0" x 54'-9" 


12'-0" x 38'-2" 


10'-0" x 29'-10" 


To strip butadiene from CAA 
Solvent. 

To remove solvent carry- 
over from butadiene 
strean. 

To recover ammonia. 


To extract butadiene from 
butadiene-butylene feed. 

Now used as solvent surge 
vessel. 

To separate solvent carry- 
over from raffinate 
strean. 

To remove traces of solvent 
from reffinate strean. 





Ma jor Exchangers 


and Condensers 


Pumps, Exchangers, (Condensers, Reboilers, etc.), Control instruments, misc., surge and ref 
drums, knockout and wash drums and piping are provided to operate the unit. Also provided is 
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MAJOR ITEMS OF PLANT PROCESS EQUIPMENT-~Continued 


Quan- 


Turbo-Mixers 


Solvent Stor- 
age Drum 


Solvent Heat 
Exchangers 


Ammonia Solvent 


Coolers 


60,000 Sq. Ft. 


24,700 Sq. Ft. 


o mix hydrocarbon and 
solvent. 

To store solvent for cir- 
culation. 


To cool lean solvent and 
heat the rich solvent. 

|To further cool the lean 
solvent. 


lux 
sa 


separate unit to produce the cuprous ammonium acetate solution from its raw materials. 


CAA Solvent 
Filtration 
and Concen- 
tration Unit 


Towers 


Drums and 
Vessels 


Filters 


Ammonia Strip- 
per 


Polymerization 
Drum 

Solvent Surge 
Drum 

Flash Drum 


Slurry Tank 
Filter Water 
Surge Drum 


Sweetland 





Solvent 
Filters 





3'-6" x 36'=0" 


12'-0" x 51'-9" 
12'-0" x 52'-0" 
6'-0" x 13'-6" 
12'-0" x 7-6" 
8'-0" x 16'=0" 


5,000 Sq. Ft. 
(Total) 


Pumps, exchangers (condensers, etc.), miscellaneous surge, 
are provided to operate the unit. 


Butadiene 1, 2 
Removal Sys- 
tem 


Towers 


Drums and 
Vessels 


Utility Dis- 


tillation Unit 


Towers 


1, 2-Butadiene 
Removal 
Coiumn 

Feed Drum 


Flash Drum 


Columns 


2 





x 32'=5" 


x 15'=-4" 


6'-6" x 73'-0" 





30 


To concentrate ammonia. 


To allow heavy ends to 
polymerize. 
To absorb surge in solvent 
flow. 
To flash water from weak 
solvent. 
To make Nuchar slurry. 
| To absorb surge in water 
flow. 
| To filter polymers from 
CAA solvent. 


knockout drums, and piping 


| To remove 1, 2-butadiene 
from plant system. 


| Store feed for 1, 2-buta- 
diene removal column. 
To flash off butylene- 
butadiene from heavy ends. 


Not in use. 


| 
| 
| 
| 
| 
| 
| 
| 


Pumps, exchangers, (condensers, reboilers, etc.) reflux drums and piping are provided to operate 


the unit. 
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Acetylene 
OV’ 


Drums and 


Vessels 


Reactor 
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MAJOR ITEMS OF PLANT PROCESS EQUIPMENT~-Continued 


pom 










Nomenclature 


aaa 


6'-0" x 14'-8" 
12'=0" x 12'-0" 


To neutralize feed. 


Caustic Blow- To remove spent caustic. 


down Drum 
Feed Surge Drum 
Product Surge 
Drum 
Catalyst 
Slurry 
Separator 
Catalyst 
Digester 
Tank 













71.6" 
71.0" 


31'-11" 
31'-11" 


Feed surge. 
Product surge. 





8'=-2" x 28'-2" 





To remove catalyst from 
product. 


13'-0" To prepare catalyst. 





Reactor Coil 1600' of 4" pipe Hydrogenate acetylene. 


Pumps, mixers, drums dryers, coalescers and piping equipment are supplied as needed to operate the 


unit. 
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MAJOR UTILITIES AND SERVICE EQUIPMENT 








Steam 





Yarrow Marine Type 
Boilers 





35,000 1b/hr each 


Supply steam for process 
200 psig 


requirements. 







Yarrow Marine Type 
Boiler (Under con- 
struction) 






35,000 lb/hr each 
200 psig 


Supply steam for process 
requirements. 


| 
| 
| 


Water Treating | Infilco Hot Lime-Soda 


Process 












50,000 gal/hr Supply boiler feed water. 





Cooling Water 





Fluor Natural Draft 
Tower 





42,000 gal/min 
recirculation rate 





Fluor Induced Draft 
Tower 





12,000 gal/min 
recirculation rate 


Supply plant cooling water. 














Marley Induced Draft 


10,000 gal/min 
Tower 


recirculation rate 








Refrigeration Two-Stage Ammonia 


Supply process refrigera~ 
Compression System 


tion. 





Compressors) 
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SIMPLIFIED FLOW SHEET 
BUTADIENE PLANT 


PLANCOR 963 
TORRANCE, CALIFORNIA 


59961 © - 55 ( Face p. 120a) 





SS 








l2la 


RUBBER FACILITIES DISPOSAL 


ll 


EXHIBIT NO. 





s2770uvHO 3xv) f@ NOLONINOOT8 
ae @ noisnoHn 

jono" Woive ABs B) NMOLAVE 

>\ ’ isawoan 140d 

a 


SY¥X2, WOLONINOOT8 ‘ANON 
NYDN ‘ONV OI" ‘MOO 
A” “7 THASING) ‘WOINOOOD 
INPOVING 40 SUISVHOUNG /G) 
SinNW¢e w3MA10809 
S-40 O3NMO-iN3MNY2A00 (J) 


nes 
aWAsino} 


a 





"I'S SEY - queTd teuftodog 
queovfpe morzy peatecer eo [ofoey 
*L°s oS¢‘S - yueta remflodog 


hueos(pe 04 SeTreaATTep euTTodty 


te 


(3NZIGVLNG NOILVOISIO3dS 4O SWY3L NI 3794934 — SNOL LYOHS) 


“aTIVO ‘“FONVOL LV LNW1d 
€S6! 3NNf —'NVf ‘3N3ZIOVLNG 4O SLN3WdIHS ATHILN 


£96 “ON YOONVId 
OW 39VY3AV 4O NOILNGIYNLSIG 


WwOus 


. . 








122a RUBBER FACILITIES DISPOSAL 
























































A 
Jiemeermmenee - . - — -— 
- 
| oa Fiscal Yea Ended June ? .a~ 
| ve 
b T - _ 
4 ”, 
' 
| | ) 
~ — - 
A 9, 31 § 
; eee “\ we A eh > 
~ heey recent 
a au E 7 
, 
yperetong Property, 5iant end syulpment 
aRO. WT_AT END OF PERIOD (As Above)........+000. 
REP D ENDITURE: 
Ma -e a 
i 250 I$ ¢ 21218 41118 512] $ 1,404 
2 155] 47 3 
PRODUCTION | A EPAIR ANI ITURES ¢ 458 I$ a4 I$ - oo i$ 367 i$ S aes | $ 2,572 
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BUTADIENE PLANT 
Plancor 963 
11 Chemical Corporation, Op 
TORRANCE, CALIFORNIA 






Analysis of 
CONSTRUCTION WORK IN PROGRESS 


at June 30, 1953 





Amount (Cents Omitted) 








Pro ject a 
Authorized Expended 

Increase Steam Facilities.....csscsccccccccccccccsscscccsessececes $133,605 $26,707 
Hortonsphere Structural RevisionS.....secseceees ecececccccccsccce 11,109 
PEGG FIt0 PRORGEAR, ocnkas ceccntesseceabocevebocaacecess evcccece 9,255 
Loading Rack Revisions.......++++- Ce ccccercccccccccccececce ovcce 14, OE 
Increase Water Facilities for Fire Fighting..... eoececcescscceces 

Concrete Tube Bundle Storage Slab.....scsesesceees Secendsecdocses 128 
Third Street Piping Revisions....... ceccvesccoccses evccccccece eee 13 
Bridge Crane Over Fabricating Ared.....sseecsesces eocccccces eccce 2,074 
Recording PH. Meter for Cooling Water....cssssscsecccscsscecs cove 194 
Discharge Piping Enlargement for J=-305 and J=-305—A.....ecsceeeces 1,05 
Pump for Hydraulic Tube Puller...ccccccccccccccccesccscesccseses 

Piping Alterations—-Butylene Feed Preparation...cssssscccessseees 

Miscellaneous ‘(Including Plant Level Authorizations)....ssesseees 8 


Cees eee ee eeeeeeee 


TOTAL CONSTRUCTION WORK IN PROGRESS...+++se++ 
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DETAILS OF PLANT PRODUCTION COST 








Materials nsumed Pro 





» 











enes 
Elem pees “T =e — 
Quantity mae | rount | 8 
(In Thousands ee In Thousands) |} Pe und 
= _ pees 
j 
| | 
34, 482 | e $4,941 } 5.129 
"uen | ibe a } Ps 
4 | s _ | - 
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| ibe } 
| ine | 
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Cost Elements 


RAW MATERIALS CONSUMED: 
Net Butylene Content of: 
Butane-Butylene Peedstocks............ 


Extraneous Concentrated Butylenes.. 
Finished Butylenes Transferred.......... 
Butadiene Content of: 

Standard of Californie Stream......... 
Butylene-Butadiene Content of: 

Copolymer Recycle....scsevesescesesess 

Crude Butadiene 
Finished Crude Butadiene Transferred... . 


Total Raw Materials......secceceseseeess 
Less: By—Product Di Sicnanscdteedece 


Net Materials Consumed........+seeeeeees 


CONVERSION COSTS: 
Chemicals: 











Acetic AGId....sscccseees 
Sulphuric Acid......sss+ 
ACOTONG. «eee e ccc enesecees 
Caustic Soda.....sssesess 
Absorption Ofl...s-sseees 
CatalySt..scccccecccceces 
T.B.C..... ° 
Filter Ald...ccsscccccseccsevcces 
Absorption O11] Transferred to Fue 
Potassium Carbonate.......+++- eeeeeese 








Total Chemicals....... Seeccecevccccees 


Utilities: 
iin wccsentanebeve 
Electric Pow 






Total Utilities... csssecccccecseseccs 


et Bag 
erating Labor and Supervision....... 


Operating Supplies and Expense... 
Repairs and Maintenance—Labor... 
Repairs and Maintenance--Materials 
Laboratory Expense. ....seeseecees 
Packing and Shipping 
Property Taxes...... 
Royalties...... 
Management Fee...... 
Other Plant Overhoad........see-cesees 





Total Qperati ONBSOS ss seeeeerceee 
Total Conversion CoSts......-+ssssesesess 


TOTAL DEPARTMENTAL PRODUCTION COSTS....... 


Departmental End-Product Inventory Fluctuation.. 
NET COSTS APPLICABLE TO BUTADIENE PRODUCED 


Crude Butadiene 


af Butadiene: 
rom Basic Raw Materials.........+se0. 


From Copolymer Recycle....csssescscess 
From Extraneous Crude Butadiene 


TOTAL DEPARTMENTAL PRODUCTION (Short Tons) 





1 Inventory Fluctuation $93.85. 














UTADIENE PLANT - Plancor 963 
Shell Chemical Corporation retor 
T 2 
DETAILS OF PLANT PRODUCTION COST 


(Exclusive o: tion. 
Fiscal Year Ended June 30, 1953--Continued 


Crude Butadiene 


Production of Production of 
Specifi . tion Butadiene 


Amount Cents Amount Cents Amount Cents 
(In Thousands) | Per Pound] (In Thousands) |Per Pound| (In Thousands) | “er Pound 











Exhibit No. 15 
Page 2 of 2 


Total 
Production Costs 





-05 
0. 
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-05 


























ngage = Teper 


ene 


er 









Raw Materials: 
Treated Water... 





Utilities: 
Tete tek) os s caceennneawens scab at mdghie eteutahbee 
Electric Power....sssseces eee 


Other Costs: 
Operating Labor...... oeeecccevecsere coeseceere 
Operating Supervision....... Coevecccccececes ° 
Operating Supplies and Expense........scecseees 38 
Maintenance and Repair - Labor........ cecccesce 2.56 
Maintenance and Repair - Materials....... evcose 
Laboratory ExpensSe....csceccsccsccscccscscccces 49 
Property TaxeS.....sssee. ecevescrcccoves soeveee 
Other Plant Overhead..... oceccesesccccoce eevee 


Total Other Costs....... osecceercconececcosoons 266 , 267 1.2 


TOTAL STEAM PRODUCTION COSTS....... eeedvvecséacen 2,376,035 
Less: 
Steam Used in Steam Plant........csecccceceeees 26,218 


NET COST OF STEAM PRODUCED......-++ee0+ ecccce 


Distribution: 
Production Departments: 
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Exhibit No. 16 


BUTADIENE PLANT 
Plancor 963 
Shell Chemicai Corporation, Operator 
TORRANCE, CALIFORNIA 





MAJOR UTILITIES PRODUCTION COSTS 
Steam Generation Plant 


(Exclusive of Depreciation) 
Fiscal Year Ended June 30, 1953 


Materials 
Consumed 








Cost Element 






















3.98 










1,268,828 









13,917 














2,349,817 $1,254,911 













Feed Preparation... cccccsccccscsccccccceces 
Dehydrogenation.....sseseseseees eecccssese 
PUPELRCOCIOM. ccccccccvaccccsecccceccocencess 


989,881 
514,155 
497,275 


$525,496 
276,511 
266 , 560 






Total Production DepartmentsS....ssesseseseees 2,001,311 1,068 , 567 


Utilities: 
WES TONING sc cecccccvsccccccccvccccccesses 348 , 506 


Totals (As BDOVO) 2 veccccorsccccccccesccs 














186 ,344 


2,349,817 $1,254,911 
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Exhibit No. 17 
GOVERNMENT SYNTHETIC RUBBER PROGRAM 
COMPARATIVE STATEMENT OF PROGRAM OPERATIONS 


nc and E nse 


Fiscal Years Ended June 30, 


of synthetic rub $298 ,143 ,047 | $15,932,537 | $387,712,241 
SECM occ cc cece ces eecccccccecccesenssssseesios 528 ,423 


298 ,882,589 | 416,558,169 388 ,240 , 664 
Operating Cost and Expenses: 


Cost of rubber sold 217,450,504 | 331,124,705 306 ,818 ,629 
Depreciation of operating plants and facilities..... 33,365,611 40,635,392 (?) 
Research and development 5,989 ,677 6,939 ,476 6,084 , 387 
j nt of raw material inventories to the lower 
; res 5,023,513 231,017 
of sales freight expense over freight 
charged to customers 2,268,133 (104,249) 1,065 ,068 
Storage and handling of finished goods 417,363 930 , 894 826,449 
Administrative expense.......cesecccecceccccccceces ° 1,820,931 2,391,765 2,110,459 
Losses from fire and other casualties . 579 ,939 1,383,451 1,410 
Interest on U. S. Government funds invested in net 
operating assets ewosenre 3,663,519 5,305 ,646 4,963,085 
Other expenses and losses . 142,449 845,172 2,290,125 


265,698,126 | 394,475,765 | 324,390,629 
Net Income From Operations.......+++. 33,184,463 22 ,082 ,404 63,850,035 


Other Expenses: 
Provision for Shutdown Expense 
Plant Reactivation Expense 
Expenses for Maintenance and Protection of Standby 
Plants and Facilities (includes $850,123 deprecia- 
tion on standby plants for 1952 and $1,104,928 for 


1,500,000 
908 ,129 


691,531 1,512,296 


Total Other Expenses . 21,256,670 5,968 ,862 3,920,425 
Net Income $11,927,793 | $16,113,542 


Production: 


Total Synthetic Rubber Production........++. 


Sales: 
’ ‘ 521,683 674,573 
65,482 71,978 


587,165 746,551 


1 Includes net GR-S content of rubber pigmented with carbon black and extended with oil. 
2 Depreciation of operating plants and facilities amounted to $31,437,980 for 1953 of which 


28,151,213 was allocated to Cost of Production and $3,286,767 to other Cost and Expense Categories 
and net income has been affected accordingly. 











